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DO INVESTORS BEHAVE RATIONALLY ? 


By V. L. GOLE, F.AS.A, 


(Mr. Gole is secretary of Allied Bruce Small Ltd., a publie company whose shares are 
often actively traded in on the Stock Exchange of Melbourne. A keen observer, Mr. 
Gole here pens his observations on a pertinent subject.—Editor.] 


O ANSWER this question, it is ne- 
cessary first of all to examine at 


least in broad terms, the incentives to. 


invest. It is characteristic of econo- 
mic theory that it is based to a large 
extent on the assumed behaviour of 
individuals in a variety of circum- 
stances and conditions. A good deal 
of assumption is involved, and con- 
sequently a number of psychological 
aspects come into the reckoning. 


In this matter, the accountant is 
rather ill at ease. His training is de- 
voted very largely towards, and his 
experience arises very largely from, 
the business enterprise, with which he 
is associated. 

This is not to suggest of course that 
he is necessarily self-centred, but if 
he can equip himself with the know- 
ledge and the ability to cope with the 
problems of his own business environ- 
ment, that in itself, is something of an 
achievement. 


The bright ones are often able to en- 
large the area of their studies and de- 
velop a knowledge of business econo- 
mics. 

In this sphere, a significant contri- 
bution may be made to business policy 
and this will involve some expectation 
of human behaviour. The focus of the 
economist’s enquiry is not upon the 
policies or activities of any one enter- 
prise, but rather upon the spread of 
behaviour over very large sections of 
the people. 

Ronald Edwards in a series of 
articles in “The Accountant” between 
July and October 1938 on the subject 
of “The Nature and Measurement of 
Income” seeks to bring into harmony 
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the viewpoints of the economist and the 
accountant. Although his line of reason- 
ing concerning business investment 
was more particularly from the inter- 
ests of the business man financing a 
business enterprise, his observations 
can be applied to the individual in- 
vestor. 

It is apparent that competing 
avenues of investment will have a 
marked bearing on investment pre- 
ferences, and “the amount of resources 
which are employed in any given use 
will be determined by the competing 
demands for them for other purposes.” 


This suggests that investors are con- 
stantly making fair and reasonable de- 
cisions as to how their savings shall 
be used. To put it another way they 
are behaving rationally in respect of 
their savings and using some discern- 
ment as to their investments. But is 
this really so? The vital questions in- 
dicated by Ronald Edwards, to which 
the investor will direct his thoughts, 
are— 

i. How much cash does he expect 

to receive, when and with what 
degree of certainty? 


ii. How does this compare with the 

alternatives open? 

Both quantity and quality are im- 
plied in these considerations. ‘How 
much” suggests a quantitative assess- 
ment, and “when and with what degree 
of certainty” suggests a qualitative 
assessment. The possibility of alter- 
natives suggests a fairly close contact 
with the investment market. Amount 
and time are both important; the first 
because investors will generally prefer 
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po INVESTORS BEHAVE RATIONALLY 7? — Continued 


to have more rather than less income 
from their investments, and the second 
because they may and possibly will 
prefer to have it now, or at short term 
intervals rather than at longer term 
intervals. 


This is a very natural viewpoint for 
the small investor, because liquidity 
considerations will have a greater in- 
fluence on his activities than on the 
investor with large resources at his 
command, enabling him to take a long 
term view and to stand some fluctua- 
tions on the way along 


Incentive to Save 


There are many motives which 
cause people to refrain from spending 
out of their income, and it is this pool 
of savings which affords one of the 
main sources of investment. John M. 
Keynes in “The General Theory of Em- 
ployment, Interest and Money” sets out 
eight of these motives, and this list 
serves to indicate their varied nature. 


i. To build up a reserve against 
unforeseen contingencies. 


ii. To provide for an anticipated 
future relation between the in- 
come and the needs of the indivi- 
dual and his family 


i. To enjoy interest and apprecia- 
tion... 

7. To enjoy a gradually increasing 
expenditure ... 

;. To enjoy a sense of independence 
and the power to do things... 


i. To secure the means to carry out 
speculative or business projects 


To bequeath a fortune 
viii. To satisfy pure miserliness . . 


The greater part of these motives 
appears to fall into the category of 
long term expectation rather than to 
the satisfaction of immediate short 
term needs, but Keynes was careful to 
pont out that positive savings now 
may lead to negative savings later on. 


Vii. 
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The social and economic structure, 
various kinds of habits and conven- 
tions, will influence the motives. In 
the chapter dealing with Long Term 
Expectation, Keynes points out the 
changed nature of the use of savings. 


People only have money to save and 
consequently to invest, if, financially, 
they can keep ahead of their consump- 
tion needs. The increasing ability to 
keep ahead has been a characteristic 
feature of economic and social progress, 
and consequently there are more poten- 
tial investors today than ever before. 


In the early days of business under- 
takings, capital investment was the pri- 
vilege and the risk of a few relatively 
rich people. They entered into a busi- 
ness venture partly because it was a 
way of life and presented a challenge; 
partly because of the prospect of un- 
usual reward. The investors were 
rather intimately asscciated with the 
venture, and often stood to gain or lose 
all in its result. 


Today there are about 500,000 in- 
vestors in Australian business enter- 
prises and only a very minute portion 
have any intimate knowledge of the 
enterprises in which their savings are 
invested. In the great majority of 
cases, they do not stand to gain all 
or lose all, but only a modest portion 
of their resources. 


Incentive to Liquidity 


The amount or, more correctly, the 
proportion of savings which a person 
will devote to investment is influenced 
to a large extent by certain preferences 
towards liquidity. Keynes lists these 
as— 

i. The income motive 
ii. The business motive 
iii. The precaution motive 
iv. The speculation motive 


These are well named, and are 
almost self explanatory. The Income- 
Motive is prompted by the desire to 
bridge the gap between the receipt of 
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income and its disbursement. It is a 
case of having cash in the pocket in 
order to satisfy current consumption 
needs, and the amount of cash required 
will depend on the time gap to be 
bridged. 


The Business-Motive is a similar one 
in the business situation rather than 
the personal situation. The Precau- 
tion-Motive is prompted by the possi- 
bility of contingencies arising which 
may require immediate expenditure of 
cash for their satisfaction. The Spe- 
culation-Motive involves some fore- 
casting and the desire to have ready 
funds available to cash in on some 
windfall opportunity for exceptional 
gain, and in doing so, to get in ahead 
of the field. 


As investment springs from savings, 
the incentive to liquidity applies more 
particularly to accumulated savings 
than to current income. 


The rate of interest is the reward 
for sacrificing some of the incentive to 
liquidity, and consequently will have a 
significant bearing on the degree to 
which potential investors will be pre- 
pared to substitute investment for 
more liquid control over their savings. 


The trend toward higher interest 
rates in the Australian money market 
is surely an indication that liquidity 
preference has been fairly high with 
investors during the past twelve 
months or more. The under-subscrip- 
tion to some solidly backed loans while 
the level of savings remained high, 
was an indication, at least in part, that 
liquidity preference was being exer- 
cised to a greater extent than previ- 
ously. 


The development of the short term 
money market in debentures and note 
issues was another indication that if 
liquidity was to be sacrificed the short 
term facilities for realisation of in- 
vestment were attractive. The long 
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ment, more patience, and, perhaps, 
greater resources and is apparently not 
as popular as formerly. Confidence is 
the psychological factor which plays 
an important part in the exercise of 
liquidity preferences. 


Rational Approach 


If an investor is perfectly rational 
in regard to his investment, there are 
surely two characteristic features for 
which he will look. 

i. Yield 
ii. Security 

Ignoring for a moment the fact that 
yield has assumed the major influence, 
it is reasonable to suggest that any in- 
vestment ought to have both features 
nicely balanced in order to be really 
attractive. Of course, long term secv- 
rity may be offset by the prospects of 
unusually high gains over a short 
period, so that the capital is recovered 
in the yield before the lack of security 
manifests itself and destroys the in- 
vestment altogether. 


Investors usually look for a fair and 
reasonable risk reward for their in- 
vestment, and a degree of security in 


regard to their capital. The yield is 
balanced against interest rates obtain- 
able for the safer kind of investments, 
and consequently the price paid or cap- 
ital sum invested is decided very 
largely on the prospective yield. This 
prospective yield is dependent upon 
two factors— 

i. The ability of the enterprise to 
earn adequate profits on the 
amount of investment it has 
attracted. 

ii. The dividend policy related to 
profits and financial stability. 


The second of these factors has 4 
marked influence on the security of 
the investment. A loose dividend 
policy could dissipate earnings and él 
danger the prospect of investment con- 
tinuity. 
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Even though it requires some pro- 
jected judgment, yield is not difficult 
to calculate in respect of a security 
which has some few years of history 
behind it. The par value, the market 
price, and the prospective dividend 
amount need to be taken into account. 


Security is a much more difficult 
thing to judge, and personal viewpoints 
will probably be influenced by features 
which may be misleading when taken 
out of their context and considered 
alone. Confidence, whether based on 
keen discernment, personal contact, in- 
dependent advice, or something more 
like hunch, plays a prominent part. 
With new avenues of investment, the 
information in the prospectus is the 
best guide. It is usually compiled 
from careful and detailed investigation, 
and is reasonably factual. 


Accounting and Investment 


The development of accounting tech- 
nique and the presentation of financial 
statements, have been primarily di- 
rected to serving the increasing needs 
of business. There has been a grow- 
ing trend to widen the responsibility 
of accounting to cover the interests of 
various other parties so that they may 
be kept reasonably informed. 


This trend has been described as 
giving to accounting a social signifi- 
cance or a social responsibility. No 
doubt, the responsibility was there all 
the time, but its more widespread re- 
cognition is of comparatively recent 
date. A great deal of advocacy has 
been advanced for accounting state- 
ments especially in the form of pub- 
lished accounts, to inform rather than 
conceal. Certain provisions in Com- 
pany Law have been directed to this 
end. Disclosure and Consistency are 
how receiving more emphasis than 
Conservatism, at least from those who 
really wish to increase the usefulness 
of published financial statements. 


The Australian Accountant, June, 1953 


One of the objects of this emphasis 
is to provide a more reliable guide 
for investment decision. 


It is not only economically unsound, 
but also socially undesirable, for in- 
vestment to be attracted to the wrong 
kind of business enterprises. While it 
is not possible to prevent investors 
from exercising a wide choice as to 
what they do with their money, it is 
incumbent upon accounting to provide 
as factual a background as possible, 
against which to make the investment 
decision. 


Keynes again in the examination of 
Long Term Expectation pointed out 
that the investment policy which was 
socially most desirable, was not neces- 
sarily the most profitable to the indivi- 
dual, but if society as a whole was to 
be benefited, some short term indivi- 
dual sacrifices may need to be made. 
But it is characteristic of human 
nature to take the short term view and 
to desire results quickly. Therefore, 
if these short term investments can be 
guided more safely by objective in- 
formation, so much the better for all 
concerned. 


Do Financial Statements Help 
Decisions? 

If this question pre-supposes con- 
ventional financial statements, the 
answer must be a very qualified affir- 
mative as the matter stands at present. 
Decisions concerning alternatives must 
surely rest on the availability of com- 
parative data. 


The presentation of published fi- 
nancial statements is governed largely 
by Company Law requirements, and 
these provide for a limited degree of 
uniformity in respect of certain kinds 
of specified information. Outside this 
range, there is still ample opportunity 
for the profit earning results to be 
strongly influenced by personal judg- 
ment applied to such items as inven- 
tory valuation, depreciation policy, 
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accruals, and deferments; and not 
only judgment, but desire or motive to 
be expressed in the final figures. 
Variances of judgment, desires and 
motives, destroy comparability. 

These barriers are inherent in the 
conventional accounting statements, 
and although there are many who seek 
to throw greater light upon the obscu- 
rity which usually surrounds the con- 
ventional statements, these are in the 
minority. 

If yield is important, and it undoubt- 
edly is, the measurement of income 
is also basically important; and not 
only its measurement, but its dis- 
closure. The so-called profit and loss 
account which is little more than an 
appropriation account in modern pre- 
sentation, is peculiarly devoid of useful 
information. Even the extent to which 
comparative figures are provided, gives 
little opportunity for the discernment 
of trend and trend is an important con- 
sideration in attempting to assess 
future results. 


Certainly the conventional profit and 
loss account must be enlarged in the 
nature of its information if it is to be 
truly informative. The sales figure, 
whether of goods or services, ought to 
be stated. Expenses ought to be stated 
in classified groups such as selling and 
distribution, administration, occupancy, 
and so on, with some separately stated 
ones like salaries and wages. Some 
indication should be given as to the 
relative volume of fixed expenses and 
variable expenses in relation to the 
sales figure. 


Similarly, the balance sheet in its 
bearing on investment security, should 
be constructed so as to bring into clear- 
er focus the more important relation- 
ships. It is not the intention to deve- 
lop this theme just now. This has 
been done very strongly by R. J. 
Chambers in “Accounting and Business 
Finance” in the Australian Account- 
ant, July/August, 1952. But he takes 
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or enlargement of the conventional 
statement, and projects the matter on 
to the screen of “price level account- 
ing.” 


Investment decisions, if they are to 
be rational, must involve an assess- 
ment of future prospects, and it is 
the argument of R. J. Chambers that 
such assessment can only be made on 
the basis of information which bears 
upon the future. Whether this can be 
achieved by supplementing of the con- 
ventional statements by price level in- 
formation, or whether the conventional 
statements ought to be dispensed with 
altogether and supplemented by a full 
adoption of price level accounting 
techniques, is a debatable question, and 
will not be pursued any further at this 
stage. Some doubt may be expressed 
as to whether one set of financial 
accounts will do adequate service for 
a variety of interests, but at least the 
customary presentation ought to be de- 
signed to be as widely useful as possi- 
ble. 

Rational Behaviour? 


Investment decisions are made by 4 
great variety of people including busi- 
nessmen in small, medium, or large 
businesses; employees in various cate 
gories of employment, and in various 
levels of responsibility; large com- 
panies handling trust funds, and in 
dividual trustees carrying financial 
responsibility on behalf of others; and 
soon. Altogether a wide cross-section 
of the community. 


Do all of these behave rationally? 
Or to put it another way, are their 
decisions made rationally? It would 
be a gross exaggeration to suggest that 
they do or are. 


Keynes after applying the reasoning 
of the economist to an enquiry into 
investment motive, and especially the 


long term expectation, concludes by 
pointing out that considerable instabi- 
lity is caused in the economy by fluc- 
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tuating waves of human optimism and 
pessimism rather than on any carefully 
reasoned mathematical formula. In 
other words, on hunch judgment and 
mass psychology. 


It is this human fraility which ex- 
aggerates slumps and depressions. If 
the political and social atmosphere is 
one which generates confidence in the 
average man, in all probability, invest- 
ment will reflect that confidence and be 
venturesome. If there is an air of 
uncertainty, this will also be reflected 
in the behaviour of the general body of 
investors especially the smaller ones. 
Conservatism and caution are other 
characteristics of the money market 
which reflect the attitude of mind of 
a growing body of relatively uninform- 
ed investors—investors who operate on 
hunch rather than on anything that 
could be called rational decision. 


There is plenty of evidence to sup- 
port this observation. At the present 
time, the shares of scores of listed com- 
panies have a market price below the 
net tangible asset backing per share; 
some are real bargain prices including 
those of companies with a long and 
solid history. In other cases, and there 
are many, the price has been bid down 
to a level which provides a very high 
yield as well as a sound security. At 
other times, the same shares have sold 
at a price which has brought the yield 
almost to the level of gilt-edged secu- 
rities. 

New issues have been rushed in some 
periods and left relatively alone in 
others, although the level of savings 
has been high, and there was no ap- 
parent reason for the changed attitude. 
Successful flotations have been made on 
alow asset backing, and other flotations 
have been more difficult on a high asset 
backing, and a good dividend history. 


Wide fluctuations in shares prices 
have been recorded for companies in 
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which earnings and dividends have 
been steady. Among the 5/- shares, 
the fluctuations in market price have 
been particularly heavy. If the issue 
of these shares has attracted the 
smaller investor, there is reason to 
follow Mr. A. Greenhill’s observation in 
commenting upon the lecture by Mr. 
Chambers already referred te, that the 
increasing body of investors now in- 
cludes a greater proportion of the re- 
latively uniformed. 


Can improved ‘financial statements 
help these investors to behave mure 
rationally? It is doubtful. They 
would first of all need to learn how to 
read the information and to assess 
alternatives, and this requires some 
technical knowledge. They could be 
better informed _ by _ professional 
advisers who have this knowledge, and 
possibly these services may be more 
widely used in the future. It is this 
possibility which prompts the need for 
improvement in the financial statements 
which may be used as a basis for 
rational investment decisions. 


In the context in which the question 
“Do investors behave rationally?” was 
framed, it is appropriate to conclude 
by once again quoting Keynes. After 
pointing out that there is still a steadi- 
ness and stability about long term ex- 
pectation which indicates a logical and 
rational approach to _ investment 
problems, he concludes with 


“Human decisions affecting the 
future, whether personal, political 
or economic, cannot depend on 
strict mathematical expectation 
since the basis for making such 
calculations does not exist; and 
it is our innate urge to acti- 
vity which makes the wheels go 
round, our rational selves choosing 
between the alternatives as best 
we are able, calculating where we 
can, but often falling back for our 
motive on whim or sentiment or 
chance.” 





FINE POINTS OF COMMERCIAL LAW 


By E. H. COGHILL, LL.M., (Librarian of the Supreme Court of Victoria) 


KEEPING PROMOTERS HONEST 


Y the Prevention of Frauds (Invest- 
ments) Act 1939 s.12(1), the 
United Kingdom has made it an offence 
for any person “by any statement pro- 
mise or forecast which he knows to be 
misleading false or deceptive or by any 
dishonest concealment of material facts 
or by the reckless making of any state- 
ment promise or forecast which is mis- 
leading false or deceptive” to attempt 
to induce persons to acquire, dispose of 
or underwrite securities or to deposit 
money. 

In R. v. Russell (1953) 1 W.L.R.77, 
defendant, a company director, was 
prosecuted for “reckless making of a 
misleading and deceptive forecast” 
namely, that next year’s profits of the 
company he was floating would not be 
less than last year’s, namely, £65,000. 


He was convicted, and appealed to 
the Court of Criminal Appeal, which 
held that the section meant what it said. 
Recklessness in making statements is 
now a criminal offence, and there need 
be no element of fraud. The convic- 
tion was affirmed and he was left with 
a sentence of 12 months’ imprisonment. 

It seems that such a provision as this 
would be useful in Australia. Com- 
pany crashes are just as often the re- 
sult of silly over-optimism as of fraud, 
and the feeling that the police might be 
interested might strengthen the efforts 
of the civil law and of the stock ex- 
changes to keep prospectuses reason- 
ably sober in their statements and their 
implications. 

On the other hand, we must not for- 
get the American doctrine, that if no- 
body is going broke, it means that 
nobody is taking proper business risks, 
and the economy is going into a state 
of stagnation, for if proper business 
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risks are being taken, someone must get 
caught every now and then. 

However, there is a vast difference 
between getting people to subscribe to 
something which they are told is a 
good business risk, even if it may pos- 
sibly fail, and getting them to subscribe 
to something they are told is a cer- 
tainty, but which is not in fact a cer- 
tainty. 


AGENT MUST ACCOUNT 
FOR PROFITS 

ORDISK Insulin Laboratorium +. 

Bencard Ltd. (1952) 2 A.ER. 

1040, is a case of an agent for a Con- 

tinental firm, which made a handsome 

profit out of its principal’s property 

and then objected strenuously when 
asked to hand over. 

Plaintiff was a Danish company deal- 
ing in insulin and its compounds, and 
the real issue in this case was whether 
or not the defendant company was its 
agent in the U.K. In 1939, defendant 
assisted plaintiff to place large stocks 
of insulin on safe deposit with banks in 
various parts of England. In March, 
1940, when Denmark was overrun by 
the Germans, the plaintiff technically 
became an “enemy” and this insulin 
vested in the Custodian of Enemy Pro- 
perty. 

Defendant immediately started to 
moan about its moral claim to have 
what it described as “its” insulin re 
leased to it, and finally was allowed to 
buy it for £9,500. Within about two 
months, without even having bothered 
to take delivery of it, it re-sold this in- 
sulin for £13,000, and it was this profit 
of £3,500 for which plaintiff sued. 

The Court held that an agent such as 
defendant had no right to make use of 
its special knowledge of plaintiff's 
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FINE POINTS OF COMMERCIAL LAW — Continued 


affairs to make a profit for itself, and 
that the fact that it had used its agency 
as an argument for preferential treat- 
ment made it even more equitable to 
order it to refund its profit to the plain- 
tiff. 


ULTRA VIRES DEBTS 
IN A WINDING UP 


HE doctrine of “ultra vires” is 

hopelessly unreal, as I have said 
before. Whether it applies or not 
when a company changes its line of 
business is a mere accident, and in any 
event, persons dealing with the com- 
pany cannot be expected to search its 
memorandum before selling it some- 
thing. 

Re Jon Beauforte (London) Ltd. 
(1953) 2 W.L.R.465, illustrates this. 
The company, which had started as a 
costumier and clothing manufacturer, 
decided to go in for the manufacture of 
furniture veneers, and failed. The 
liquidator found that it had no power 
in its memorandum to go in to any such 
business and rejected the proofs of the 
creditors of that business accordingly. 

Three creditors appealed. The 
builder who had erected the factory at 
which the veneers were made recovered 
judgment against the company for 
£2,000, part of the contract price, the 
question of “ultra vires” not being 
raised. 

A firm which supplied the raw 
material recovered judgment in default 
of defence for £1,000. 

A firm which supplied coke for the 
furnaces claimed £100. 

Yhe contracts with the first two 
creditors were clearly ultra vires, and 
any inquiry on their part would have 
shown it. The Court held that the fact 
that they had obtained judgment made 
no difference, and the liquidator’s ac- 
= in rejecting their proofs was up- 
eld. 
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The fuel merchant argued that it was 
none of his business what they did with 
his coke. Whether they made furni- 
ture or frocks, they would still need 
heating, and he had no reason to sup- 
pose that the company was doing one 
rather than the other. Unfortunately 
for him, the order for the coke was 
given on paper headed “Veneer Panel 
Manufacturers”. The Court held that 
this showed that his coke was being 
ordered for an ultra vires purpose, and 
his debt was rejected with the others. 

The Court threw two crumbs to the 
disappointed creditors. It reserved 
the question whether the creditors were 
not entitled to claim any assets into 
which their property had been con- 
verted. This would probably help the 
suppliers of raw materials, as any stock 
on hand was probably made out of their 
goods, but the others also might get 
something out of it. 

Further, the question whether the 
ultra vires creditors were not entitled 
before the shareholders got anything 
back was also reserved. 


IS THE CAR “LOST”? 


F you are insured against the “loss” 

of your car, are you covered if you 
know perfectly well where it is, but you 
cannot get it back because your agent 
has sold it and absconded with the pro- 
ceeds? 

These are more or less the facts of 
Webster v. General Accident Assurance 
Co. (1953) 2 W.L.R.491. In that case 
Mr. Webster was insured with the de- 
fendants against the “loss” of his car. 
He took his car to a motor auction run 
by one Taylor, and entered it at a re- 
serve of £325. It was not sold, and he 
was about to take it away when Taylor 
stopped him and said, “Don’t go. _ I 
have got a private bid for your car.” 
At the end of the auction Taylor said 
he had an offer of £335 for it, and it 
was left with him to conclude the 
deal. Later, plaintiff received various 
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cheques in purported payment for his 
car, but they were all dishonoured and 
enquiry disclosed that Taylor had 
taken the car to another motor auction, 
sold it for £285, and pocketed the pro- 
ceeds. The car was quite easily traced 
to its present holder, one Fry, but Mr. 
Webster was advised (apparently quite 
correctly) that, as he had placed it for 
sale in the hands of Taylor as his agent, 
the Factors Acts prevented him from 
recovering it. 

Accordingly, he claimed on his insur- 
ance policy. 

Clearly, if Taylor had sold the car 
as he had said he would, and embezzled 
the proceeds, that would have been not 
the loss of the car, but the loss of its 
price, and plaintiff would have failed. 
However, that was not exactly what 
happened, and the Court was able to 
hold that it was the car itself of which 
Mr. Webster had been deprived. There- 
fore, his claim succeeded. 


AFFECTING THE RIGHTS 
OF SHAREHOLDERS 
HE case of In re John Smith’s Tad- 
caster Brewery Co., which I dis- 
cussed under this heading last March 
(23 A.A.93) has now gone on appeal, 
see (1953) 2 W.L.R.576. 
In that case, the Court below had 
held that to hand out bonus shares to 
the ordinary shareholders but not to 


preference shareholders, was to “af. 
fect” the rights of the preference 
shareholders, so that, under the usual 
clause dealing with such matters, it 
could only be done with the consent of 
a special resolution of the preference 
shareholders voting as a class. 


The ordinary shareholders appealed. 
In the case of White v. Bristol Aero- 
plane Co., which I noted last month (28 
A.A.141) the Court of Appeal held that 
a clause of this type only applied toa 
direct interference with the actual 
rights of the class concerned, and that 
it did not prevent the company from 
dealing with other classes of shares, 
even although the effect might be to 
alter the relative voting strength of 
the various classes. 


Of course, no two sets of documents 
are exactly alike, and in the Tadcaster 
case, strenuous efforts were made to 
persuade the Court of Appeal that the 
documents in the Bristol case were so 
different that the same rule could not 
be applied here. However, these ef- 
forts failed. The Court of Appeal ap- 
plied what it has apparently accepted 
as the general rule in these cases, 
namely, that the rights of one class are 
not affected by increasing the rights of 
other classes: it approved the scheme 
whereby surplus assets were capitalised 
by issuing bonus shares to the ordinary 
shareholders only, and reversed the de. 
cision below. 





Designations 


T HAS been observed that some for- 
mer members of the Commonwealth 
and Federal Institutes of Accountants 
and of the Association of Accountants 
are still using the designations of these 
bodies. 
As the bodies have ceased to exist, 
the designations are now incorrect and 
meaningless. Fellows of the Society 
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of Wem bers 


should use the distinguishing letters 
“F.A.S.A.” and Associates and Pro- 
visional Associates the letters 
“A.AS.A.” 

It is important that the correct de- 
signations should be used so that their 
significance may be impressed on the 
business community as quickly as pos 
sible. 
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MEETING OF GENERAL COUNCIL — 
APRIL, 1953 


To establish the Society on a sound 
basis, to provide for the requirements 
of a potential membership of 18,000, 
and to ensure that the affairs of the 
Society ran smoothly, General Council, 
at its first meeting in October last, ap- 
pointed standing Committees to assist 
with the great amount of work in- 
volved. 


Specific phases of the Society’s 
activities were allotted to five Commit- 
tees. Members of these committees 
devoted much time and thought to the 
problems allotted to them and submit- 
ted written reports of their findings 
and recommendations. 


Consequently, practically all matters 
which came before the General Council 
at its second meeting in Melbourne on 
April 18, 14 and 15 were considered on 
the basis of the information presented 
and discussed in committee reports. 

This enabled all major aspects of 
Society policy to be reviewed in the 
light of adequate information and data 
during the three days available for the 
meeting. 


A complete report of the business 
transacted at the meeting would oc- 
cupy too much space for publication in 
this journal. The following notes cover 
the principal matters raised, and indi- 
cate the extent of work undertaken in 
the short time since the incorporation 
of the Society. 


Registration of Society— 


The Society has been registered in 
each State of the Commonwealth, and 
the various Registrars have been ap- 
pointed as agents in the several States. 


Articles of Association— 


Sufficient copies of the Memorandum 
and Articles of Association for imme- 
diate needs have been printed, arrange- 
ments being made for the holding of the 
type for the preparation of additional 
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copies incorporating any amendments 
which might later be approved by the 
General Council. 


Designations of Members— 


The designations of members in all 
records will be altered as quickly as 
possible. Members are reminded that 
the correct designations are: 

Fellow—F.A.S.A. 

Associate—A.A.S.A. 


Association of Accountants of Australia 


One of the conditions of the joinder 
of the Association of Accountants of 
Australia was that it should go into 
liquidation before March 31. It was 
noted that the liquidation had been ap- 
proved at a meeting of its members 
held on March 23. 

Consideration was given to the con- 
tents of a draft Bill providing for the 
registration of both practising and non- 
practising accountants in a manner 
which would safeguard the interests of 
the public and which, at the same time, 
would preserve the right of the pro- 
fession to govern itself. 

General Council decided :— 

(a) THAT the principle of registra- 

tion of all accountants along the 
lines proposed in the draft Bill 
evolved by the former Institutes 
in Victoria be approved. 
THAT the implementation of 
the registration of accountants 
be left in the hands of the Exe- 
cutive Committee, who will work 
in collaboration with Divisional 
Councils and other interested 
bodies. 


Membership and Examination Regula- 
tions and Forms 

General Council approved of regula- 
tions covering the admission of mem- 
bers, changes in status, transfers of 
membership, cessation of membership, 
certificates, examinations and forms. 
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Association of Certified and Corporate 
Accountants— 


It was decided that the Society 
should agree to enter into reciprocal 
arrangements regarding membership 
with the Association similar to those 
existing with former Institutes. 


New Zealand Society of Accountants— 


Enquiries are being made regarding 
the possibility of the New Zealand 
Society of Accountants agreeing to 
enter into reciprocal arrangements re- 
garding membership with this Society. 


New Syllabus: 


A new syllabus, the pattern of which 
differs in several major respects from 
the existing syllabuses, which have not 
been completely revised for many years, 
was approved. The new syllabus places 
greater emphasis on the study of ac- 
countancy than on the study of law. 


In the accountancy subjects, the 
scope of study of general accountancy, 
including the theory of accounting, has 


been extended, and less attention has 
been given to phases of accounting 
based on rules of law such as the ac- 
counts of executors and trustees and 
bankruptcy. 

Legal subjects have been restricted 
to aspects of law with which account- 
ants should be thoroughly acquainted. 
Cognate subjects, such as accounting 
and auditing, company law and com- 
pany accounts, have been merged in 
several instances. To assist both stu- 
dents and coaches, the scope of each 
subject has been clearly defined. 

Another development is that candi- 
dates will be permitted to use slide rules 
and to take a copy of the Common- 
wealth Income Tax Assessment Act 
into the examination room for the sub- 
ject of Commonwealth Income Tax Law 
and Practice. The new syllabus is be- 
ing printed, and copies will be distri- 
buted as soon as possible. 

A table setting out the subjects of 
the new syllabus in relation to the sub- 
jects of the syllabus of each former 
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body, together with a plan of transition 
from an existing to the new syllabus, 
was approved. This provides for the 
continuation of examinations under ex. 
isting syllabuses during 1954 and 1955 
to enable candidates to complete the 
examinations they originally entered 
for. It provides also for other candi- 
dates to transfer to the new syllabus 
= the least loss of status in any sub- 
ject. 


ENTRANCE STANDARDS: 
Under Existing Syllabuses during 1953 


The General Council passed the 
following resolution, which is self. 
explanatory: 


“THAT students admitted to the Re- 
gister of Candidates during 1953 should 
be required to comply with an entrance 
requirement of the Society comprising 
a Preliminary examination in the sub- 
jects of English and Commercial Arith- 
metic and that exemption from the Pre- 
liminary examination be granted to stu- 
dents who have obtained the School 
Intermediate Certificate or passed in at 
least the subjects of English and one 
branch of Mathematics in the Certifi- 
cate examinations (or some examina- 
tion which is regarded by the General 
Council as its equivalent).” 


Under New Syllabus in 1954: 


It was felt that future entrance 
standards should ensure that candidates 
preparing for entry into the account- 
ancy profession should have attained a 
reasonably high standard of general 
education. A thorough investigation 
into this matter being desirable, the 
General Council have passed the follow- 
ing resolutions :— 


(a) THAT this Society recognises 
that the whole subject of educa- 
tional standards, vocational guid- 
ance, aptitude testing, grading of 
successful examinees, subjects of 
examinations and related sub- 
jects calls for a thorough enquiry 
for the purpose of arriving at 8 
scientific assessment of all fac- 
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tors involved and the presenta- 
tion of a method of approach 
which will ensure the raising of 
the standards of the accountancy 
profession as understood and 
practised by this Society and in 
the best possible manner. 


THAT General Council requests 
the Education Committee to give 
exhaustive thought and research 
to this matter and prepare a 
complete report on all phases for 
presentation to General Council 
—not later than 1955. 


(c) THAT in the meantime there be 
no change in the educational re- 
quirements for the new syllabus 
from those listed above. 


THAT the Executive Committee 
be authorised to approve of any 
assistance which might be re- 
quired by the Education Com- 
mittee in making the survey 
mentioned. 


Conduct of Examinations— 


Quite apart from the administrative 
and financial considerations, the Council 
considered that daytime examinations 
were in the best interests of candidates, 
as it enabled them to sit for the ex- 
aminations at a time when their effi- 
ciency was greatest. 


Other advantages included better 
lighting than could be provided at night 
and more convenient transport facili- 
ties, particularly from towns adjacent 
to the larger examination centres. In 
order to avoid the necessity for candi- 
dates to obtain leave for lengthy con- 
secutive periods, intermediate and final 
subjects could be staggered. 


Experience had demonstrated that 
day examinations had been welcomed 
by candidates, that very few candidates 
had been prevented from sitting during 
the day, and that no great difficulty had 
been encountered in arranging suitable 
supervision. 
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Examiners— 


General Council decided that existing 
Examiners be appointed to conduct the 
examinations of the Society during 
1954 in respect of the syllabuses of the 
former bodies, and that the following 
arrangements be made for the conduct 
= examinations under the new sylla- 

us :— 

(a) One Examiner to be appointed 
to set and mark each paper, 
that is fourteen Examiners, in 
accordance with the subjects 
listed in the syllabus, and, if re- 
quired, that an additional Exam- 
iner be appointed for the Pre- 
liminary Examination. 
Applications to be called for 
Examiners in each paper but ex- 
isting Examiners for syllabuses 
A, C and F be informed that, if 
they are willing to act, their 
names will be considered when 
the appointments are being made 
without the necessity of their 
lodging formal applications. 

A Board of Examiners, con- 
sisting of seven members, to be 
appointed from the Examiners 
selected. 

The Examiners and the Board 
of Examiners be nominated by 
the Education Committee for 
the consideration of General 
Council. 

Moderators to be appointed 
by the Board of Examiners to 
work out all questions in the ac- 
counting papers and such ques- 
tions in other papers which take 
the form of practical problems. 


Reports of Examiners— 


Published reports on certain account- 
ing and auditing papers will appear in 
the Australian Accountant from time to 
time. 


Examinations of Other Bodies— 


General Council previously decided 
that the Society should continue to re- 
cognise, during 1953, existing commit- 
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ments of each of the Commonwealth 
and Federal Institutes regarding the 
acceptance of examinations of other 
bodies. Pending further enquiries, 
General Council decided that the recog- 
nition should be extended to 1954. 


Branches— 

Uniform rules for the conduct of 
Branches were approved. Branches 
have been formally constituted at Bal- 
larat, Bendigo and Geelong, all within 
the Victorian Division; Newcastle (New 
South Wales), Canberra (A.C.T.), 
Townsville and Rockhampton (Queens- 
land), and Launceston (Tasmania), 
whilst negotiations for the formation of 
additional Branches at Yallourn, Wol- 
longong, Broken Hill, Lismore and Too- 
woomba were in progress. 


Students’ Societies— 


General Council adopted a number of 
proposals for the conduct of Students’ 
Societies on a uniform basis. 


Society Convention— 


The Society Convention is to be held 
in Adelaide in 1954, and the Council of 
the South Australian Division has been 
asked to undertake the organisation in 
conjunction with the Executive Com- 
mittee. General Council decided that 
the following topics be listed for dis- 
cussion at the technical sessions of the 
Convention :— 

(a) Accounting and the Public Ac- 

counts. 

(b) Accounting Requirements in 
Companies Acts. 

(c) Capital for Private Enterprise 
under Existing Economic Condi- 
tions. 

(d) Direct Costing. 

(e) Application of Cost Accounting 
to Fields of Distribution and 
Administration. 


Activities and Services of the Society— 


General Council gave close attention to 
ways and means of providing members 
with the maximum possible range of 
services. A statement will be prepared 
describing the types of activities and 
services that could be organised by the 
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Society, and Divisional Councils will pay 
special attention to the development of 
this important phase of the Society’s 
activities. 


Research Activities— 

General Council having decided that 
the research activities of former Insti- 
tutes should be continued, the Account- 
ing Research Committee reported on 
ways and means of developing and co- 
ordinating the research work of the 
Society, including arrangements for 
and the conduct of memorial lectures 
and annual research lectures in the 
various Universities, together with 
papers submitted at Society conven- 
tions or congresses held from time to 
time. 

Arrangements with the various Uni- 
versities provided for lectures this 
year in Sydney, Melbourne, Adelaide, 
Perth, Hobart and Canberra. It has 
been suggested to the Joint Committee 
of the University and the Society that 
Dr. Mary E. Murphy be invited to de- 
liver the lectures in Sydney, Melbourne, 
Adelaide and Perth, and that Mr. R. K. 
Yorston, B.Com., F.A.S.A., of Sydney, 
should deliver the lecture in Hobart, and 
Mr. R. L. Mathews, B.Com., A.A.S.A,, 
of Adelaide, the lecture in Canberra. 
The Arthur Capper Moore Research 
Lecture will be maintained on a per- 
manent basis. 

The Accounting Research Committee 
has asked for further time to study the 
whole scheme of research lectures, their 
contributions to accountancy knowledge 
and their place in the research work of 
the Society. 


Fulbright Lecturer in Accountancy— 


The United States Educational Foun- 
dation in Australia was established in 
terms of the Fulbright Act of the 
United States of America. That Act 
provides for the exchange of scholars 
and students between Australia and 
America and for the financing of their 
studies and travelling expenses out of 
surplus funds remaining in Australia 
after the settlement of lend lease and 
reciprocal aid. 
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Each year, various Universities are 
invited to apply for assistance in ar- 
ranging for American scholars and lec- 
turers to visit this country. An appli- 
cation by the University of Queensland 
for a Fulbright lecturer in accountancy 
was successful and Dr. Mary E. Murphy 
was awarded the lectureship. 


The Dean of the Faculty of Econo- 
mics invited each other University and 
this Society to make use of her ser- 
vices. The Executive Committee 
agreed that each Division should be 
asked to co-operate with the University 
in making arrangements for her to visit 
each State and to address students and 
members. Arrangements have been 
made for Dr. Murphy to address mem- 
bers and students of accountancy in all 
States. 


State Research Groups— 
Victoria— 

The Companies Advisory Panel and 
the Secretarial Research Group, com- 
prising members of the Victorian Divi- 
sion, have continued to function along 


the lines for which they were previously 
established. 


_ Another group of Victorian Members 
is making a survey of the six State 
Companies Acts in the light of the re- 
port of the Cohen Committee and the 
English Companies Act of 1948. As 
the Committee has nearly completed 
the task, it will formulate its con- 
clusions and confer with the Companies 
Advisory Panel. 


New South Wales— 

A Committee of this Division has 
been appointed to continue the study of 
accounting terminology. 


Tasmania— 


A group of members of the Tas- 
manian Division wishes to engage in 
research and has asked for guidance in 
4 suitable subject and material for 
study. The Committee has suggested 
that it should examine the various pro- 
houncements on accounting principles. 
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Amendments to Articles of Associa- 
tion— 

Draft Memorandum and Articles of 
Association were considered at the 
meeting of the Provisional General 
Council held in August last. So that the 
Society might be registered as quickly 
as possible, the drafts were approved 
for submission to the Registrar of 
Companies in Canberra. Arrange- 
ments were made toward the end of 
1952 to amend certain Articles in ac- 
cordance with the terms of merger of 
the Association of Accountants and the 
opportunity was taken of making a 
number of technical amendments. 


General Council approved of the ac- 
tion taken, requested the Parliament- 
ary and Laws Committee to draft 
further amendments in accordance with 
decisions reached at the meeting, and 
authorised the Executive Committee to 
convene the necessary meetings of 
members for the purpose of obtaining 
approval of such amendments. 


Representation in London— 

It was decided to invite Mr. E. Cassle- 
ton Elliott to accept appointment as 
the London Representative of the 
Society. 


Ethics— 


General Council decided that the 
Principles of professional conduct only 
should be set out in the By-laws, but 
that a separate descriptive statement 
should be issued for the guidance of 
members. This statement will be pro- 
mulgated in due course. 





Changes of Address 


Members and students are re- 
quested to forward notification 
of any change of address direct 
to the State Registrar. In 
notifying such change of address 
it would be helpful if the mem- 
ber or candidate concerned indi- 
cated to which former body he 
belonged. 
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INITIAL DEPRECIATION ALLOWANCES 


G. T. WEBB, B.Com., A.A.S.A. 


BY the Income Tax Act 1945, capital 
charges in reduction of income tax 
liability were allowed for the first time 
in the history of British taxation.” 
These represented special initial allow- 
ances in respect of new equipment and 
new buildings acquired, namely, 20 per 
cent. on new equipment and 10 per cent. 
on new buildings. 


Other Commonwealth countries fol- 
lowed this lead given by England, and 
similar initial allowances in respect of 
new equipment acquired were granted 
in New Zealand and South Africa.“ In 
Australia a new section (57A), in- 
serted in the principal Act by the 
amending Act of 1946, granted a 
special initial allowance of 20 per cent. 
in respect of plant and machinery ac- 


quired during the five years ended 30th 
June, 1950. 


It was explained officially that this 


allowance was made in Australia to 
assist in offsetting the inflated cost of 
new machinery, to assist taxpayers 
commencing in business, and to aid 
secondary industries in establishing 
overseas markets.“* 


II. 


To follow the next development in 
these initial allowances, it is necessary 
to examine the working party reports 
presented to the President of the Board 
of Trade in England. In September, 
1945, shortly after the accession of the 
Labour Party to power, Sir Stafford 
Cripps, then President of the Board of 
Trade, announced the setting up of a 
working party for the cotton industry. 
It was to be composed of an equal num- 
ber (four) of employers’ and employ- 
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ees’ representatives and of independent 
members, under the guidance of an im- 
partial chairman.” 


In succeeding months announcements 
were made of the formation of similar 
tripartite working parties for other in- 
dustries and, by early 1948, seventeen 
reports had been published, namely :— 
cotton, hosiery, pottery, jewellery and 
silverware, furniture, boots and shoes 
(1946) ; heavy clothing, rubber-proofed 
clothing, light clothing, lace, linoleum, 
wool, carpets, cutlery, hand-blown 
domestic glassware (1947) ; china-clay, 
and jute (1948). 


Elsewhere I have commented on cer- 
tain features in these reports of inter- 
est to accountants,“ and wish to refer 
here only to the comments in the re 
ports listed above on the need for in- 
creasing the existing rates of deprecia- 
tion for taxation purposes in England. 


Many of the working party reports 
referred to the insufficient amounts 
provided for depreciation in the past 
and, attributing the under-provision to 
the inadequate amounts previously 
allowed for taxation purposes, sug- 
gested more generous depreciation al- 
lowances in the future.” Three of the 
working parties recommended that the 
initial depreciation allowances granted 
in 1945 should be increased,‘ while 
another recommended that they be 
doubled, making the initial allowance 
for new equipment 40 per cent. 


Commenting on the recommendation 
of the working party on lace, that the 
initial allowance be increased to 40 per 
cent. for newly-installed plant, the 
Association of Certified and Corporate 
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Accountants stated “it will be interest- 
ing to see if the Chancellor will act on 
this suggestion.” 

The Chancellor did act on the sugges- 
tion, and in introducing the British 
Budget in April, 1949, Sir Stafford 
Cripps announced that the initial de- 
preciation allowance on new plant 
would be increased to 40 per cent. 


III. 

The next step is the increase in the 
initial allowance in Australia from 20 
to 40 per cent. Commenting on the in- 
crease in the initial depreciation allow- 
ance in England, Mr. Gunn stated that 
“the grant of an initial depreciation 
allowance is the best practical method 
of aiding industry to meet the addi- 
tional cost of replacing and extending 
plant under present inflationary condi- 
tions,” and suggested that the existing 
initial allowance of 20 per cent. should 
be increased to 40 per cent., and 
granted for five years from Ist July, 
1950.4 

Subsequently, a new sub-section 
(1A) was inserted in section 57A of the 
Commonwealth Income Tax Act by the 
Amending Act of 1949, the effect of 
which was to permit taxpayers, if they 
so elected, to deduct a special initial 
depreciation allowance of 40 per cent. 
on the cost of plant acquired during the 
three years ended 30th June, 1952.2) 
However, this was modified later, as 
discussed below. 


IV. 

It is proposed to consider next some 
of the economic objections to these 
special initial allowances, which led to 
their withdrawal in England and Aus- 
tralia. 

One of the biggest problems facing 
small firms wishing to expand is the 
difficulty of financing such expansion. 
There is no doubt that these allowances 
have been of assistance in this regard 
to many businesses, particularly small 
manufacturers. They have enabled 
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profits, when earned, to be retained in 
the business without paying income tax 
thereon, to the extent of such deprecia- 
tion allowances. 


However, from a national point of 
view, it is doubtful whether the special 
initial depreciation allowances, which 
encouraged private investment, should 
have been introduced at this time—dur- 
ing a period of Full Employment, ac- 
companied with rising inflation. 


As Mr. Bellerby pointed out in 1943, 
investment in capital equipment “gives 
new purchasing power to people who 
buy consumption goods without im- 
mediately adding to the supply of such 
goods. A sudden burst of expenditure 
on equipment must always accentuate 
the scarcity of consumption goods and 
force up their prices.” 


Concern was expressed by some 
authorities during 1947 and 1948 at the 
volume of capital expenditure which 
followed the end of the war in 1945. 
Professor Brown pointed out in 1947 
“that much of the extension of capital 
equipment which takes place in times 
of inflation is ill-adapted to the needs of 
ordinary times.’ 


Writing in 1947, Mr. Harrod severely 
criticised the large capital investment 
programme adopted by the British 
Government,“ while in 1948 Profes- 
sor Jewkes claimed that the British 
Government “made the crucial blunder 
of intensifying the inflationary pres- 
sure ... by supporting a campaign of 
indiscriminate and precipitate large- 
scale spending on re-equipment in in- 
dustry.” 


A further objection on economic 
grounds is that these special initial de- 
preciation allowances could have been 
kept in reserve, as a measure to induce 
investment in capital equipment once 
the large post-war demand for equip- 
ment showed signs of slackening and 
as soon as there appeared any sign of 
a possible recession. 
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In accordance with the Keynesian 
view, now generally accepted, such 
measures, if introduced then, could 
have a beneficial effect in maintaining 
employment at a high and stable level, 
resulting from the multiplier effect on 
employment of expenditure on new 
capital equipment. Some implications 
of this for the future are discussed 
below. 

For the five years 1935-39, the an- 
nual average for capital investment in 
durable physical assets (excluding 
direct Government) in Canada was 510 
million dollars.“” In 1945 similar ex- 
penditure reached 742 million dollars, 
and in March, 1947, the comparable 
expenditure for 1946 was estimated at 
1135 million dollars, with an estimate 
for 1947 of 1739 million dollars.“® 

An increase in estimated capital ex- 
penditure of 50% over the previous 
year prompted the Canadian Depart- 
ment of Reconstruction and Supply to 
sound a note of warning concerning 
boom investment.“ 

This warning was repeated the fol- 
lowing year by the Bank of Montreal 
when the 1948 forecast of capital ex- 
penditure showed a further anticipated 
increase. ° 


¥. 


In order to discourage new capital 
investment the budget introduced by 
the Canadian Government in April, 
1951, proposed the adoption of a scheme 
of deferred depreciation on capital 
assets acquired after 10th April, 1951, 
with certain exceptions. 

Under this plan depreciation would 
be deferred for four years on all new 
capital assets which were not exempted. 
Commenting on this proposal “The 
Economist” stated that “it may become 
in one form or another a standard de- 
vice.”°2) 

Despite the postponement of these 
depreciation allowances, capital expen- 
diture continues to increase in Canada, 
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and preliminary estimates indicate that 
fixed domestic investment in Canada in 
1952 increased almost 9 per cent. over 
1951.‘ 

In Sweden, depreciation allowances 
for income tax purposes after the end 
of the war in 1945, including “free de- 
preciation”, were very liberal, and ap- 
parently encouraged investment.» In 
order to limit inflationary pressure, 
through a reduction of investment, the 
Swedish Ministry of Finance proposed 
early in 1951 a tax of 10 per cent. on 
the value of investments in new machin- 
ery (also on increases in _ inven- 
tories) .°* 


This was replaced as from 1st Janu- 
ary, 1952, by a 12 per cent. tax on in- 
vestment in machinery, equipment and 
buildings (excluding dwellings) .@® 


In introducing the British Budget in 
April, 1951, the Chancellor of the 
Exchequer (Mr. Gaitskell) announced 
that the special initial allowance for 
income tax purposes, of 40 per cent. 
depreciation on new plant and machin- 
ery, would cease as from 6th April, 
1952, 


Although Australia followed England 
in adopting the 20 per cent. and later 
the 40 per cent. initial depreciation al- 
lowance, there was no certainty that 
Australia would follow the lead of Eng- 
land and drop the initial depreciation 
allowance, due to expire after 30th 
June, 1952. 


However, in view of the inflationary 
position in Australia, and the fact that 
at the Premiers’ Conference in June, 
1951, the Premier of Victoria (Mr. 
McDonald) suggested the withdrawal 
of the 40 per cent. initial depreciation 
allowance as an anti-inflationary meas- 
ure, I suggested early in July, 1951, 
that accountants should be prepared for 
the withdrawal of this allowance ™ 
Australia.@” 


On 19th July, 1951, the Prime Minis- 
ter of Australia announced that the 40 
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per cent. special initial depreciation al- 
lowance for income tax purposes would 
be discontinued as from 30th June, 
1951." 

Following representations, a modifi- 
cation of this decision was announced 
on 4th February, 1952, when the Prime 
Minister stated that the allowance 
would be granted on plant purchased 
or in the course of delivery at 1st July, 
1951, and installed ready for use by 
30th June, 1952, provided that at 30th 
June, 1951, it had been already appro- 
priated to the contract of purchase.” 


VI. 


In presenting the British Budget in 
April, 1953, the Chancellor of the 
Exchequer (Mr. Butler) announced 
that as a stimulus to increased invest- 
ment, higher output and lower costs, 
initial depreciation allowances would be 
re-introduced as from 14th April, 1953. 

These initial allowances will be 20 
per cent. for plant and machinery, 10 
per cent. for industrial buildings, and 
40 per cent. for capital expenditure on 
new mining works (though not the 
plant and machinery that may go with 
them). 

Although welcoming this concession 
“The Economist” did not attach undue 
importance to it, and considered it 
would not result in any great increase 
in investment, pointing out that the 
allowances represent interest-free 
loans, which would become repayable 
if the rate of allowance or of new in- 
vestment fell,“ 

The important question to business- 
men in Australia is whether the Aus- 
tralian Government will follow the 
British lead and re-introduce these 
initial depreciation allowances and, if 
80, at what rate. 

During the past twelve months, from 
time to time, business leaders have 
talled for the re-introduction of these 
special allowances, and these requests 
are likely to be intensified in the near 
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future now that the allowances have 
been granted again in England. 


Although many individual businesses 
undoubtedly would gain some tem- 
porary advantage from the re-intro- 
duction of an initial depreciation allow- 
ance in Australia, it is suggested that 
from the national point of view this 
step should not be taken at the present 
time. 

The main reason for this suggestion 
is that inflation is still a serious prob- 
lem in Australia, and price increases 
since 1948 (both wholesale and retail) 
have been steeper in Australia than in 
other countries, e.g., Canada, New Zea- 
land, South Africa, United Kingdom 
and United States of America.“” 


The level of costs and prices reached 
in Australia has harmed the competi- 
tive position of much of Australian in- 
dustry, and any further inflationary 
effects will make the disparity greater 
and could result in permanent import 
restrictions to protect manufacturing 
industries and currency devaluation to 
assist primary industries.“*’ The re- 
introduction of the initial depreciation 
allowance in Australia would have an 
inflationary effect, and on this ground 
alone any attempt to secure such allow- 
ance should be resisted. 


A further ground is that the allow- 
ance should be kept in reserve as a 
measure to induce private investment 
in plant and machinery if unemploy- 
ment increased to any extent. 


At present prices for our main ex- 
ports are satisfactory but a heavy fall 
in the price of wool or a drought in 
Australia could have serious results on 
the economy, particularly in view of the 
present cost structure. In such an 
event every fiscal and economic weapon 
should be available to prevent a reces- 
sion developing. 

In reaching a decision on a matter 
such as this the Government should 
have available a recommendation from 


249 





INITIAL DEPRECIATION ALLOWANCES — Continued 


a National Economic Council, but so 
far no Government in Australia has 
made a move to appoint such an Advis- 
ory Committee.“ 

There appears to be no reason why, 
at appropriate times, initial deprecia- 
tion allowances could not be granted of 
up to 100 per cent., depending upon the 
result such allowances would have in 
generating employment. Various meas- 
ures have been proposed by different 
authorities to achieve a high and stable 
level of investment in producers’ fixed 
equipment, and to induce investment 
therein through appropriate taxation 
measures when business activity de- 
clines.@# 

This problem merits investigation by 
accountants so that a reasoned state- 
ment of the attitude of the accountancy 
profession thereto could be available. 
It is likely that in the future economists 
will devote more attention to the pos- 
sibilities of influencing business activity 
through appropriate taxation allow- 
ances in respect of depreciation.“ 
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BOOK REVIEWS 


GUIDE TO COMMONWEALTH INCOME 
TAX: J. A. L. Gunn and R. E. O’Neill; Sixth 
Bdition; Butterworth & Co. (Australia) Ltd.; 
Sydney, March, 1953; Pp. xiv + 431, including 
18 pp. index; Price 37/6d. 


E FIRST edition of this book 

appeared in 1938 and the second 
in 1947: the fact that a sixth edition 
is now necessary is in itself proof of 
the usefulness of the work. In the 
words of the authors it is designed 
primarily to meet the needs of univer- 
sity and accountancy students who are 
required to sit for examinations in 
Commonwealth income tax. But it has 
a wider use than that and there can be 
no doubt that the authors’ hope that 
it will be useful to solicitors, account- 
ants and business executives is fully 
justified. 

A new feature in this edition is a 
most helpful Table of Sections of the 
Income Tax and Social Services Con- 
tribution Assessment Act 1936-1952, 
which enables the reader easily to trace 
any section of the Act referred to in 
the text. 


The thirty-one chapters are arranged 
in logical order of topics and not in the 
order of Sections of the Act. A com- 
plete index and a system of cross re- 
ferences add greatly to the ease with 
which information may be obtained 
from the book. As anyone who is 
acquainted with the authors’ writings 
will know, the book is easily read and 
understood and the clear exposition of 
involved provisions of the Act is sup- 
plemented by numerous arithmetical 
illustrations of their practical appli- 
cation. 


The book is right up to date: it in- 
corporates the latest amendments to 
the Act and even refers to announce- 
ments by the Federal Treasurer as 
recently as 10th March, 1953. There 
are no references to cases, so that the 
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volume is not intended for the expert 
specialist, as is Gunn’s Commonwealth 
Income Tax Law and Practice. But 
for the general practitioner no less 
than for the student, it is an invaluable 
guide.—A.A.F. 


THE COMPANY PROSPECTUS; Gee and 
Company (Publishers) Ltd., London; pp. 46. 
Australian price 6/-; Our copy from The Law 
Book Co. of Australasia Pty. Ltd. 


IS booklet is a series of four 

lectures delivered to the London 
District Society of Chartered Account- 
ants between November 1951 and 
March 1952, which have been re- 
printed from “The Accountant”, and 
first published in book form this year. 
These lectures explain the viewpoint 
of the London Stock Exchange, and the 
lawyers’, the accountants’, and the 
institutional advisor’s approach to the 
Company prospectus. Each of the 
lectures was in the hands of a lecturer 
of standing in his own profession, and 
though delivered from the English 
point of view and practice, should 
nevertheless prove to be of interest and 
value to Australian accountants, soli- 
citors, sharebrokers and institutional 
investment advisors, who are concern- 
ed with the preparation of, and study 
of Company prospectuses. In fact, it 
would not be too far reaching to sug- 
gest that a close study by Councils of 
Australian Accountants Institutes 
which issue practice recommendations 
to their members, and by Australian 
Stock Exchange Committees, of some 
of the matter in the booklet, could not 
be otherwise than advantageous in 
bringing to notice directions in which 
Australian practice concerning Com- 
pany prospectuses could be improved. 


—J.W.R. 
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CLEARING HOUSE 


ACCOUNTANTS’ SALARIES 


N January last I was an applicant for 
tools (Mr. Charles E. Smith, The 
Australian Accountant, April, 1953) 
The interview was arranged and I 
was asked my present salary, then told 
that I would be informed in due course 
of the director’s decision. 

This was not done, but a week later 
the same company, openly advertising 
(as before) under their trade name, of- 
fered the position at £14 a week. 

In a Melbourne daily of April 25 an- 
other example of this 19th-century out- 
look appeared. The present-day Com- 
mercial Clerks’ Award provides for a 
salary of £13/15/6 for an adult male 
clerk. This employer’s conception of a 
“margin” for a qualified accountant is, 
accordingly, 4/6 a week. 

Engineers and allied trades complain 
strongly of shrinking margins for skill 
and take strike action in an attempt to 
preserve them. 

The recent amalgamation of our in- 
stitutes was desirable and much over- 
due. If it is to mean a gain in status 
and salary, a sustained official attack 
should be made on this outmoded and 
retrograde attitude of employers. 

The Society needs to act promptly if 
accountancy and secretarial qualifica- 
tions are to mean anything financially 


to those who have sought and paid for 
them. 
“SCRUTINY.” 
Melbourne. 


ACCOUNTING FOR LOOSE TOOLS 


O methods of dealing with loose 

tools (Mr. Charles E. Smith, “The 
Australian Accountant’, April, 1953) 
appeal to me. They are:— 

(1) Make an honest estimate of the 

value of loose tools required. 
Debit purchases or issues to an 
“asset” account until this value 
has been reached; charge all fur- 
ther purchases or issues against 
revenue as being (notionally) re- 
placements, and revise the ori- 
ginal estimate from time to time 
in the light of any expansion, 
contraction, or variation in the 
nature of business; 

Charge all purchases or issues 
against revenue, and take no ac- 
count of stocks on hand; loose 
tools are a somewhat nebulous 
asset anyway. 

I do not think that either the income- 
tax people or those interested in the 
balance sheet would object to either 
method. 

NORMAN BOASE. 

Melbourne. 





BOOK REVIEWS — Continued 


AUSTRALIAN COMMERCIAL TEXTS: 

A high compliment has recently been paid 
to the well-known Australian writers of com- 
mercial texts, Mr. R. K. Yorston and Mr. E. 
E. Fortescue, from two other countries. 

In 1950 The Law Book Co. of Aus- 
tralasia Pty. Ltd. published the second 
edition of The Australian Commercial 
Dictionary, by Mr. R. K. Yorston with 
the assistance of Messrs L. Goldberg, 
D. M. Hocking, W. Paul, and J. P. C. 
Watson. An adaptation of this work for 
use in Great Britain has now been made 
by Messrs. A. G. P. Pullan and D. W. 
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Alcock, and was published in December, 
1952, by Sweet & Maxwell Ltd., Lon- 
don, for whom The Law Book Co. of 
Australasia Pty. Ltd. are the Austra- 


lian agents. The other instance is the 
publication by The Accountants Pub- 
lishing Co. of N.Z. Ltd. of a volume 
entitled New Zealand Mercantile Law, 
by P. K. H. Smyth, which is adapted 
from Australian Mercantile Law, by 
R. K. Yorston and E. E. Fortescue. A 
brief review of the New Zealand pub- 
lication appears in this issue. 
—A.A-F. 


The Australian Accountant, June, 1953 





CURRENT PROBLEMS DISCUSSED IN 
OVERSEAS JOURNALS 


[The previous instalment of Current Problems (May issue) brought the review of 
overseas publications up to about the end of 1952. The present instalment brings: tt 
up to about February, 1953.] 


MANAGEMENT ACCOUNTING 
WIDE variety of articles on aspects 
of management accounts has come 
under notice. Two in The Accounting 
Review, January, deal with the prob- 
lem of education and training of man- 
agement accountants. These are Cur- 
riculum Building for Prospective In- 
dustrial Accountants: Russell Bowers; 
and Administrative Accounting in the 
Accounting Curriculum: G. Winston 
Summerhill. Mr. Bowers contends that 
the industrial accountant has responsi- 
bilities which exceed those of the pub- 
lic accountant, and he asks for better 
selection of subject matter and methods 
of teaching accounting per se, and for 
study of methods and results in social 
economic analysis. Mr. Summerhill 
considers the basic objectives of a 
balanced curriculum, which he thinks 
should concern itself with the purposes 
which the data must serve; should 
clearly enunciate the functional aspects 
of administrative thinking; should con- 
cern itself with elucidation of material 
along the lines of managerial analysis; 
and should stress research technique. 
R. R. Renner in Cost and Manage- 
ment, December, on “The Value of an 
Operating Point of View to Industrial 
Accountants”, stresses the view that 
“the industrial accountant is in a ser- 
vice function which has the ultimate 
objective, in common with all others in 
the organization, of making the com- 
pany operate at a profit.” The article 
is illustrated by instances in which an 
accountant has made a direct contribu- 
tion to cost reduction or sales oppor- 
tunity. The article presents a highly 
debatable view of the functions of the 
Management accountant. 
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In the same issue of Cost and Man- 
agement, Mr. M. B. T. Davies, on Sell- 
ing Accounting to Management, ex- 
amines two distinct aspects of manage- 
ment accounting—the control function 
and the communication function. 

In The Accountant, December 13, 
F. T. Hunter, in an article entitled 
Social Implications of the Accountant’s 
Role, discusses the effect of accounting 
control on complete industries and on 
the life of the nation. Some of the 
social implications which he discusses 
are reduced labour turnover, job 
evaluation and merit rating, reduced 
overtime, dissemination of information, 
cost reduction, standardization, and col- 
lective bargaining. 

In the January 24 issue of The 
Accountant, an article on Production 
Costs, by Andrew Miller, affirms the 
question raised in Mr. F. R. M. de 
Paula’s paper to the Sixth Interna- 
tional Congress of Accountants whether 
it is necessary for management ac- 
countants to have a working knowledge 
of engineering. He goes on to discuss 
how that knowledge should be obtained. 

In the same issue of The Accountant, 
J. S. Bryant, on Standard Cost Ac- 
counting: Some Theories and their 
Application, examines problems, not 
usually dealt with in textbooks, en- 
countered in setting standards from 
the standpoint of a clear understand- 
ing of the underlying theory of stan- 
dards. 

Three unusual papers in The Cost 
Accountant, January, are The Manage- 
ment Accountant in Action: Harry 
Norris; What Does Management Re- 
quire of the Management Accountant?: 
H. C. Rutherford; and Presentation of 
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Information to Management: A. Holds- 
worth. Mr. Norris stresses particu- 
larly the usefulness of budgeting in 
bringing the accountant into direct re- 
lationship with departments. Good 
techniques alone are not sufficient for 
the management accountant: he must 
participate in the spirit of adventure 
which is business, but making it an in- 
formed venture. Mr. Rutherford pro- 
ceeds, in a closely-reasoned article, 
from a consideration of what manage- 
ment would like in the way of figures 
for control purposes to what is pos- 
sible, and so to what management does, 
in fact, require. Mr. Holdsworth con- 
tends that too often management’s ef- 
forts are impeded by the non-transmis- 
sion of essential information and the 
transmission of non-essential informa- 
tion. He pleads for a constant review 
of accounting reports, and discusses the 
kind of information that is required at 
different levels of management. 


R. A. Sutton, in The Cost Account- 


ant, February: This Testing Time 
Needs Standard Costs, relates some ex- 
periences and expresses views on the 
use of cost accounting in a time of 
trade recession, with particular refer- 
ence to the textile industry. He be- 
lieves that standard costs are needed 
because “they give the only satisfactory 
basis for product costs to be used for 
quotation purposes in securing more 
business, and because they show up 
deviations from predetermined stan- 
dards of performance and expenditure 
and enable remedial action to be taken 
by management at the point where it is 
needed.” 

R. M. Kay, The Accountants’ Jour- 
nal (N.Z.), January, discusses budgets 
and budgetary control as aids to man- 
agement, and makes the point that bud- 
getary control systems, if over-elab- 
orated or misapplied, mean just so 
much additional overhead and con- 
fusion. An article of particular inter- 
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est to the small and rapidly growing 
business is E. G. Scovill: Systems and 
Procedures for the Small Business Suf- 
fering from Sudden Expansion in 
Volume, in the December issue of The 
Journal of Accountancy. The author 
divides the problems of the small busi- 
ness in these circumstances into three 
categories—organisational, personnel, 
and methods and procedures, and goes 
on to describe how to deal with each 
of these kinds of problems. 


In The Accounting Review, January, 
Paul Crossman, on The Function of the 
Cost Accountant in Cost Control, dis- 
cusses the elements of a good cost con- 
trol programme, the means by which 
the effectiveness of the cost account- 
ant’s work and his assistance to man- 
agement may be increased, and how his 
qualities of leadership may be im- 
proved. 


An Introduction to Statistica! Cost 
Control, by L. Wheaton Smith, Junior, 
in the N.A.C.A. Bulletin, December, 
describes the use of statistical methods 
to indicate significant variances in 
costs. In the N.A.C.A. Bulletin, Jan- 
uary, Mark W. Cresap, Junior, dis- 
cusses some guides to long-term plan- 
ning, and in the same issue of the Bul- 
letin, Stanley Z. Bronner examines cost 
controls for the road ahead. Mr. Bron- 
ner believes that there is nothing new 
on the horizon in the way of new cost 
control techniques, and that our job is 
to make those we have more useful and 
more effective. In the same issue of 
the Bulletin, Alwyn M. Hartogensis, in 
an article entitled Cost Reduction— 
Prescription for Tomorrow’s Profits, 
says that there are few companies in 
which worthwhile savings cannot be 
effected. He goes on to discuss the 
principles and methods of a cost-reduc- 
tion programme, outlines such a pro- 
gramme, and emphasises the vital 
points. In the same Bulletin, Roger U. 
Wellington deals with the use of plan- 
ning and control tools by small com- 
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panies. He thinks that a complete in- 
tegrated standard-cost plan cannot be 
used effectively in most small busi- 
nesses, but partial applications of stan- 
dard cost, production control, budget- 
ary control, and control of marketing 
expense can be used. This is a par- 
ticularly useful article: it deals with 
questions which are seldom considered 
in published articles. Another article 
in the January Bulletin, by Wayne C. 
Marks, entitled Better Administration 
Through Better Methods, discusses the 
“do’s” and “don’ts” of methods work, 
and points to the need for carefully 
thought-out procedures which provide 
for control and for getting things done 
in a prompt and orderly manner. 

An article entitled The Coming of 
Age of Clerical Costs, by Richard F. 
Neuschel, in The Controller, December, 
describes in general terms how the job 
of controlling clerical costs is being 
tackled by progressive and well-man- 
aged companies in U.S.A. In the Jan- 
uary issue of The Controller, R. K. 
Mautz, on Full Disclosure of Financial 
Transactions, maintains that neither 
the balance sheet, income statement, 
nor funds statement adequately report 
to management the efforts made with- 
in the fiscal period to finance a com- 
pany. This information lies in ledger 
accounts, not extracted, organised and 
summarised. He suggests two new 
statements—a statement of financing 
and a statement of enterprise growth 
—and a statement of financial transac- 
tions combining these two statements. 
Illustrated forms of the proposed new 
statements are given in the article. 

The February issue of The Con- 
troller carries an article on control of 
decentralized accounting in a multi- 
plant organisation, by C. N. Blumen- 
schein, which describes the procedure 
for control of branch accounting used 
by the Container Corporation of 
America. 
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DIRECT COSTING 


In the N.A.C.A. Bulletin, December, 
George W. Frank: Will Direct Costing 
Theory Stand Inspection, questions the 
case for direct costing. He believes 
that it rests on two assumptions—that 
fixed costs are not costs of production, 
and that fluctuations in unabsorbed 
burden are an impenetrable mystery to 
management—both of which he thinks 
are open to question. 


William L. Campfield, in The Con- 
troller, November, in an article entitled 
Accounting Adaption of Marginal Cost 
Theory as an Aid to Management in 
Price Policies, suggests that forecast- 
ing of consumer response to price 
changes and long-term projection of 
standard costs could be used by ac- 
countants experienced in economic 
analysis in advising business, particu- 
larly small businesses, on pricing policy. 


In The Accountant, February 7, R. J. 
Raff: Accounting for Profits—Cost 
Control of Sales Volume and Profit, 
discusses the different uses of total and 
marginal costs. Total costs, he thinks, 
are needed for long-range policies and 
as a basis for selling price structure: 
marginal costs are needed for day-to- 
day control. 


Norman G. Lancaster, in Account- 
ancy, December, gives seven ideas on 
costing. He maintains that all ex- 
penses except raw materials should be 
treated as fixed, that detailed work on 
allocation of indirect expenses should 
be discarded, and that there should be 
periodical detailed investigations in the 
nature of special studies rather than 
regular analyses of indirect expense. 


SPECIALISED ARTICLES ON MAN- 
AGEMENT ACCOUNTING 


John M. Arnfield, N.A.C.A. Bulletin, 
January, on Living with Defence Con- 
tracts, discusses the organisation of 
defence contracts, contract negotia- 
tions, accounting, and audit. 
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In The Journal of Accountancy, Jan- 
uary, the Research Committee, Cleve- 
land Chapter, The American Society of 
Women Accountants, describes how to 
install and operate a cycle-billing sys- 
tem in a retail business. This is a de- 
tailed study, including a survey of the 
equipment needed, the number of 
operators, the kinds of controls, and 
announcements to customers, ete. In 
The Cost Accountant, February, an 
article by H. H. Norcross on office 
mechanisation covers, inter alia, types 
of machine, the planning of systems, 
the installation of systems, and control 
and review after installation. 


Recently three important reports 
have been issued in the United King- 
dom on hospital costing. These reports 
were by the Nuffield Provincial Hos- 
pital Trust, the King Edward’s Hos- 
pital Fund for London, and a Sub- 
Committee of the Committee of Regional 
Hospital Board Treasurers. The three 


reports are reviewed in articles by 
A. A. McIver, in The Cost Accountant, 
February, and by W. L. Abernethy, in 
Accountancy, December. 


Other interesting articles of a special- 
ised nature in the N.A.C.A. Bulletins 


are :— 

December issue, S. C. Mathias: Ac- 
counting for a Bulk Oil Plant; 
S. A. Marquart: Plant Accounting 
Records for an Oil Refinery. 

January issue, R. E. Fuller: Costing 
for Small Captive Gray Iron Foun- 
dries ; 
F. Judd: Fixed Asset Procedures 
of a Tobacco Manufacturer ; 

February issue, W. Lewis: Product 
Group Profit Reporting for 
Materials Wholesalers; 
John G. Barrett: A Frontal Attack 
on the Scrap Accounting Problem; 
Willis E. Cuyler: Control of Pro- 
perty Leaving a Manufacturing 
Plant. 


INTERNAL AUDITING 


One of the most striking develop- 
ments in accounting in U.S.A. in recent 
years has been the increasing attention 
paid to the responsibilities and studies 
of the internal auditor. The founda- 
tion of the Institute of Internal 
Auditors in 1941 was convincing evi- 
dence of the importance of this develop- 
ment. The Institute publishes a valu- 
able quarterly journal, each issue of 
which contains a great number of use- 
ful and stimulating articles on phases 
of internal auditing. For example, the 
December, 1952, issue contained the 
following articles— 

Innovations in Auditing Reports: 
H. R. Symes. This deals with 
kinds of reports, their scope, to 
whom they should be addressed or 
circulated, and how the conclusions 
reach top management. 

Functions of the Internal Auditor: 
G. T. Bodman. The functions are 
considered as being of two kinds— 
protective and constructive: the 
article also deals interestingly with 
relations between the internal and 
the external auditor, and pleads for 
mutual understanding. Through- 
out there is an emphasis on the 
purpose of internal auditing as an 
aid to management, and on the 
point that internal audit is much 
wider in scope and purpose than 
mere internal check. 

The Pre-Employment Training of 
Internal Auditors: W. J. Eber. 
This is a critical examination of 
needs and facilities and of common 
deficiencies among graduates. 

Accuracy Control and the Tabulating 
Department: C. W. Plum. This 
article discusses mechanised ac- 
counting and the new methods of 
internal check and accuracy con- 
trol which it requires. 

Putting the Shoe on the Other Foot: 
Donald E. Dooley. Usually dis- 
cussions of internal auditing are 
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concerned with what others have 
a right to expect from the internal 
auditor: this article discusses what 
the internal auditor has a right to 
expect from others, e.g., from man- 
agement and from the external 
auditor. 

Training the Auditing Staff: R. K. 
Arthur—a description of methods 
of training used in a particular 
company, emphasising personality, 
tact, knowledge of operations, 
ability to write good reports, and 
preparation for supervisory posi- 
tions. 

Auditing the Insurance Department: 
John J. Cruise—a case study. 

Co-ordination between the Indepen- 
dent Public Accountant and the 
Internal Audit Department: 


Donald M. Russell—a public ac- 
countant’s viewpoint. 
Two articles in Accounting Research, 
October, on internal auditing are:— 
The Frequency and Importance of 


Errors in Invoices’ Received: 
Robert H. Gregory. This study is 
based on information obtained at 
the factory of a U.S.A. automobile 
manufacturer: the results suggest 
that sampling instead of complete 
checking has much to recommend 
it. 

Recent Developments in Internal 
Auditing: H. C. M. Cobb. The 
keynotes of this article are in the 
statements that “the internal audi- 
tor has evolved from clerical 
checker to technical specialist and 
from that to business analyst” and 
“modern internal auditing prob- 
ably embraces a wider field of 
operations than any other function 
within the business below that of 
top management.” 

In an address at a luncheon of the 
London chapter of the Institute of 
Internal Auditors, which is published in 
The Accountant, January 31, Sir 
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Reginald Wilson questioned the use of 
the word audit in the sense of efficiency 
audit. “Efficiency,” he said, “is not 
primarily a question of systems, con- 
trols, brakes, and balance-wheels.” 

Herbert N. Schisler, in The Journal 
of Accountancy, February, in an article 
entitled Fraud Can Take Place in Well- 
Designed Systems if Working Rules are 
not Followed, contends that supervision 
is as important as design: he goes on to 
discuss how to set up a good control 
system, what points to watch, how to 
distribute responsibility, what areas to 
check in order to eliminate losses. 

E. L. Kohler, in an address to the 
Federal Government Accountants’ As- 
sociation, which is published in The 
Accounting Review, January, examines 
essential elements in a programme of 
internal audit, mainly for govern- 
mental agencies. 

According to Roy C. Taylor, writing 
in the N.A.C.A. Bulletin, February, on 
methods of embezzlement and protec- 
tive measures, stealing in some form or 
another has greatly increased in 
U.S.A., and the disquieting factor is 
that it involves otherwise apparently 
fine men and women from well-re- 
spected families. There is a constant 
need to close and lock the door of so- 
called opportunity. Mr. Taylor lists 
seventeen motives and danger signals, 
and forty-six methods, and discusses 
methods of prevention. 


INVENTORIES 

An interesting article by Percival 
F. Brundage, of U.S.A., in The Account- 
ant, December 13, describes the de- 
velopment of LIFO for tax purposes in 
U.S.A. Another article, in The 
Accountant, December 27, by Charles 
M. Strachan, on the valuation of stock- 
in-trade, examines possible interpreta- 
tions of cost and market value for stock 
valuation and argues for the interpre- 
tation of market value as being market- 
replacement value. The article dis- 
cusses also many other topical points in 
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balance-sheet valuation of stock, and 
includes several examples of balance- 
sheet comments on the basis of valua- 
tion. 

In The Accounting Review, January, 
K. Engelmann, on the LIFO or market 
plan, critically examines the proposal 
to allow LIFO or market for tax pur- 
poses in U.S.A. He strongly recom- 
mends that the profession abstain from 
backing the plan: “otherwise it might 
become awkward for accountants to 
answer the reproach of being guided by 
tax and similar considerations rather 
than by sound principles.” 

The N.A.C.A. Bulletin, February, has 
three valuable articles on inventory 
control. These are:— 

Control of Inventory through Quan- 

tity Standards: John H. Hildreth; 

An Operating Viewpoint on Inven- 

tory Control: J. L. Wilson; and 

Economic-lot Size and Inventory 

Control: W. Van Allan Clark, 
Junior, and William E. Ritchie. 

ACCOUNTING AND ECONOMICS 

R. C. Tress, in an article in Account- 
ing Research, October, entitled The 
Use of Accountancy Terms and Con- 
cepts by Economists, emphasises the 
desirability of encouraging the flow of 
ideas between accountancy and econ- 
omics. He raises the question whether 
the teacher of economics, by the way in 
which he presents his subject to 
students of accountancy, can encourage 
this development, and proceeds to an 
examination of the use of accounting 
concepts in standard economic texts. 

PUBLISHED ACCOUNTS 

A. R. English, Contingent Liabilities 
—A Plea for Fuller Disclosure in Pub- 
lished Accounts, in The Accountant, 
December 20, deals mainly with profits 
tax and excess profits levy, but the 
basis of his argument could well be ap- 
plied to other contingent liabilities. 

In The Accounting Review, January, 
Samuel R. Hepworth, in an article en- 
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titled Smoothing Periodic Income, 
draws attention to the increasing em- 
phasis in recent years on the signi- 
ficance of the income statement, and 
the great progress which has been made 
toward a more objective determination 
of net income; but contends that, with- 
in generally accepted accounting prin- 
ciples, there is still considerable lati- 
tude for a rather subjective interpreta- 
tion of income. The article discusses 
in particular the motives of income 
smoothing and techniques aimed at 
such smoothing. 


ACCOUNTING AND PRICE-LEVEL 
CHANGES 

In The Accounting Review, October, 
Lloyd F. Morrison, in an article entitled 
Some Accounting Limitations of State 
ment Interpretation, contends that re 
porting in terms of accountability is 
the primary purpose of accounting. The 
LIFO method of dealing with stocks 
interferes with accountability, and the 
working capital or multiple-step 
balance-sheet obscures accountability. 
He says, “To allow objective data of 
an enterprise to be adjusted arbi- 
trarily or automatically for economic 
fluctuations might not improve the sig- 
nificance of the reports for any pur- 
poses, and certainly would tend to im- 
pair some aspects of accounting for re- 
sponsibility.” And again, “The im- 
portance of maintaining the integrity 
of the methods and procedures required 
for purposes of accountability should 
not be overlooked in the rush to change 
the statements to take into account gen- 
eral variations in the economy.” 

Joan Hammond, Notes on the Calcu- 
lation of Business Profits during the 
Present Inflationary Period in France, 
in Accounting Research, October, sul- 
veys the methods by which tax relief is 
provided in France to meet the need for 
allowances for higher replacement 
costs. 

Kenneth F. Byrd, in The Canadian 
Chartered Accountant, January, 
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Accounting for Inflation, is a review, 
by a strong advocate of change, of the 
study of the Taxation and Research 
Committee of the Association of Cer- 
tified and Corporate Accountants. 

John E. Kane, in The Journal of 
Accountancy, December, on the rela- 
tionship between depreciation allow- 
ance and maintenance of capital during 
inflation, suggests three criteria of de- 
preciation policy :— 

Is the total allowance for deprecia- 
tion for each unit of fixed capital 
equal to the actual cost of replac- 
ing that unit at the date of retire- 
ment? 

Would the expenditure at the end of 
any year of an amount equal to the 
total depreciation allowance of 
that year maintain the general 
physical extent of the plant? 

Assuming net profits are zero or 
better, could the real value (in 
terms of the general purchasing 
power of money) be exactly main- 
tained without resort to sale of 
additional capital stock or the 
withholding of reported earnings 
from stockholders? 

In The Accounting Review, April, 
A. C. Littleton examined what he called 
the significance of invested cost. Ina 
reply in the October issue of The 
Accounting Review, G. O. May contends 
that the so-called historical cost tradi- 
tion is not traditional, and that the 
notion of matching costs against re- 
venue is useful but inadequate as a 
complete theory of income determina- 
tion. He pleads for a “definition of 
income that is as significant as possible 
in relation to conditions that exist” and 
for a warning of the unsoundness or 
limitations of the concept that is being 
reflected in accounting reports. In a 
rejoinder in the January issue of The 
Accounting Review, A. C. Littleton 
says “There must be limits to account- 
ing adaptability as there are limita- 
tions in the significance of ‘invested 
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cost’. A permanent cleavage between 
balance-sheet and income statement 
(between objectively determined real 
and nominal accounts) cannot properly 
be called ‘progressive’. Yet this result 
seems in the making if the reporting of 
price-level changes are not definitely 
restricted to supplementary analyses.” 


H. T. Scovill, in The Accounting 
Review, October, reviews the report of 
the study group in U.S.A. entitled 
Changing Concepts of Business Income. 
He believes that “the ideas presented 
in the report need exposure to many 
analytical minds in the related fields 
before being accepted as weight of 
opinion”, and goes on to express his 
own reservations about the report. 

Two other articles in The Account- 
ing Review, January, deal with the big 
problem of price-level changes. One, 
by Harry Burleson, entitled Quasi-Re- 
organisation, concludes that the “down- 
ward quasi-reorganisation is here to 
stay but the upward quasi-reorganisa- 
tion is not the best way for recognis- 
ing appreciation. Preparing financial 
statements with both historical cost 
and market values would be a much 
better solution.” The other article, by 
Albert L. Bell, on fixed assets and cur- 
rent costs, advocates supplementary 
statements for the reason that account- 
ing has many purposes. He gives a de- 
tailed example of the adjustment of 
depreciation to the current money value 
basis, and discloses an interesting cor- 
respondence between the average of 
two cost indexes and actual construc- 
tion costs from year to year. 


ACCOUNTING AND TAXATION 


A problem which has us all worried 
is the increasing divergence between 
accounting and taxation concepts of in- 
come. A recent decision in Canada in 
the case of Capital Transit Ltd. vs. 
M.N.R. apparently holds that receipts 
are current income for taxation pur- 
poses even if they are related to future 
services. In this case, a bus-line op- 
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erator credited ticket sales to Tickets 
Outstanding, and as the tickets were 
used debited Tickets Outstanding and 
credited Passenger Revenue. The Ap- 
peal Board held that the company was 
correctly assessed for additional taxa- 
able income in the amount of the 
increase in the balance of Tickets Out- 
standing account because of a pro- 
vision in the Income Tax Act which 
prohibits a deduction in respect of 
a@ reserve or a contingent account. 
Professor Smyth, in The Canadian 
Chartered Accountant, December, ex- 
amines what he calls the startling im- 
plications of this decision, and tren- 
chantly criticises the theory behind it. 
One is, however, left with the feeling 
that part, at least, of the trouble is 
caused by an incorrect accounting use 
of the term “reserve’—a special ex- 
ample of the importance of preciseness 
in accounting terminology. 

This relationship between account- 
ing and taxation is the theme of an 
article by Arthur M. Cannon in The 
Accounting Review, October, entitled 
Tax Pressures on Accounting Prin- 
ciples and Accountants’ Independence. 
Mr. Cannon thinks that “Tax law and 
enforcement are influencing accounting 
principles much more than the opposite. 
The time has come to recognise by 
divorce, the separation in fact, between 
taxable and business income, permit- 
ting each to go its way pursuant to the 
underlying purposes and nature of 
each.” In the same issue of The 
Accounting Review, the Committee of 
the American Accounting Association 
on Concepts and Standards Underlying 
Corporate Financial Statements em- 
phasises that the differences between 
the two different concepts result from 
differences in purpose, and that there 
is a widening gap. The Committee 
stresses that corporate accounting prac- 
tices for purposes of published accounts 
should be governed wholly by generally 
accepted accounting principles, and 
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that accounting principles should not be 
formulated or public reporting methods 
prescribed by directives of the tax 
laws. 

AUDITING 

In The Canadian Chartered Account- 
ant, December, Lloyd O. Morley de- 
scribes the observation of clients’ wage- 
payment procedures, and Frank T. 
Dennis examines modern auditing tech- 
niques. In the January’ issue of The 
Canadian Chartered Accountant, Glen 
E. Martin, in an article entitled A Busi- 
ness-Survey Approach to Auditing, 
emphasises the need for keen analysis 
of financial and operating trends, and 
a study of the client’s internal reports. 
He shows in considerable detail how 
this approach may improve the effec- 
tiveness of external auditing. The same 
issue of The Canadian Chartered 
Accountant, contains an article by 
F. A. R. James, who discusses at some 
length what the banker likes to see in 
an audit report. 

An unusual article in The New York 
Certified Public Accountant, January, 
by Leo Rosenblum, discusses current 
trends in auditing. He covers a wide 
field, including the development of the 
auditor from sleuth to adviser, job 
prospects in the profession, opportun- 
ities for women, electronics, and con- 
cepts of business income. He finishes 
with a series of searching questions on 
audit procedures, with sources from 
which the answers may be had. 

In The Illinois Certified Public 
Accountant, December, R. K. Mautz 
discusses confirmation of accounts re- 
ceivable by direct communication with 
debtors. He is critical of what seems 
to be a trend to the “negative” method 
—that of assuming that all is in order 
if no reply is received from the debtor. 
In the same issue of The Illinois Certi- 
fied Public Accountant, Arthur M. 
Kurzawa considers the factors deter- 
mining the amount of test checking 
which is adequate, and the selection of 
items. 
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In The Journal of Accountancy, 
December, C. A. Moyer, on the relation- 
ship of audit programmes to audit 
standards, principles, techniques, and 
procedures philosophically discusses 
the meanings of these four terms. He 
concludes that a satisfactory audit pro- 
gramme should be “a carefully devised 
plan of action which recognises the 
principles of auditing, complies with 
established standards, and _ utilises 
various techniques in such a way that 
the procedures adopted are those which 
will secure adequate auditing evi- 
dence.” 


PROFESSIONAL PRACTICE 


S. Jay Lasser, in The Journal of 
Accountancy, February, on procedures 
to organise preparation of individual 
tax returns in the C.P.A.’s office, de- 
scribes with illustrative forms a plan 
for handling what the Journal itself 
calls, and what every practising ac- 
countant will agree is, a terrific head- 
ache. 

In the same issue of The Journal of 
Accountancy, Harry F. Hinderer ex- 
amines management practices, especi- 
ally adapted to the growing medium- 
sized accounting firm. The article de- 
scribed the nature of the services which 
may be offered, and makes interesting 
comments on the basis of fixing charges 
and on procedures in the public ac- 
countant’s office. 


VALUATION OF SHARES 


An article by J. R. Bishop, an officer 
of the New Zealand Inland Revenue 
Department, in The Accountants’ Jour- 
nal (N.Z.), January, considers the 
valuation of shares of both listed and 
unlisted companies from the revenue 
point of view. 


COMPANY LAW AMENDMENT 


Four very interesting articles in The 
Accountants’ Journal (N.Z.) deal with. 
the new Companies Act in that country. 
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These articles are:— 

Comments on the New Bill: Claude 
Evans (January) ; 

Accounts and Audit Provisions: 
W. L. Birnie (February) ; 

A Stock Exchange View: A. Hamil- 
ton (March) ; 

Reserves and Provisions: 
Rodger (March). 


GOODWILL 


In The Journal of Accountancy, Feb- 
ruary, George T. Walker, after examin- 
ing the arguments for and against, con- 
cludes that purchased goodwill should 
be amortised on a systematic basis, as 
a charge to current operations, since it 
is a part of the cost of securing income. 


INVESTIGATIONS 


Three articles in The Accountant by 
Angus McBeath, deal with investiga- 
tions. These are:— 

General Considerations 

31). 

Valuations of Businesses (February 
7). 
Business 

ary 14). 


ACCOUNTING SYSTEMS 


P. N. Wallis, in Accounting Research, 
October, Flow Charts and Diagrams of 
Office Systems, is a most interesting 
article on the use of standardized dia- 
grams for:— 

(a) systems of basic documents; and 

(b) bookkeeping systems. 

In The Accounting Review, January, 
Nathan Seitelman discusses the deple- 
tion problem in mine accounting. He 
reviews legal requirements and exist- 
ing practices among mining companies, 
and advocates accounting for depletion 
on the grounds that it is now favoured 
by a predominant number of authorities 
to maintain integrity of capital and to 
prepare more accurate financial state- 
ments; that it is more objective; and 
that the shareholder is entitled to know 
what part of his dividend is capital. 


W. G. 


(January 


Reorganizations (Febru- 
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HOME OF THE INCORPORATED 
SOCIETY 


The Incorporated Accountants’ Hall, 
which is the home of the Incorporated 
Society of Accountants and Auditors, 
is probably the most beautiful home of 
any accountancy institute in the world. 
It was first built in 1895 for the first 
Lord Astor, and was acquired by the 
Society before the war. In January, 
1944, the west side was almost com- 
pletely destroyed by a flying bomb, but 
it has been wonderfully well restored. 
An article in Accountancy, January, 
reproduced from the Journal of the 
Royal Institute of British Architects, 
describes the hall and the manner of 
its restoration, and is illustrated with 
several good photographs which give 
an indication to those who have not 
been privileged to see the hall of what a 
magnificent building it is. 

The addresses of publications re- 
ferred to in this article are as follows: 
The Accounting Review, 450 Ahnaip 

Street, Menasha, Wisconsin, U.S.A. 
Cost and Management, 66 King Street 

East, Hamilton, Ontario, Canada. 
The Accountant, 4 Drapers Gardens, 

Throgmorton Avenue, London, E.C.2, 

England. 


The Cost Accountant, 68 Portland Place, 
London, W.1, England. 

The Accountants’ Journal (N.Z:), York 
House, Lambton Quay, Wellington, 
C.1., N.Z. 


The Journal of Accountancy, 270 
Madison Avenue, New York 16, N.Y., 
U.S.A. 

The Controller, 1 East 42nd Street, 
New York 17, N.Y., U.S.A. 


Accountancy, Incorporated Account- 
ants’ Hall, Temple Place, Victoria 
Embankment, London, W.C.2, Eng- 
land. 


The Internal Auditor, 120 Wall Street, 
New York 5, N.Y., U.S.A. 


Accounting Research, Bentley House, 
200 Euston Road, London, W.1, Eng- 
land. 

The Canadian Chartered Accountant, 
10 Adelaide Street East, Toronto, 
Ontario, Canada. 

The New York Certified Public Ae- 
countant, 677 Fifth Avenue, New 
York 22, N.Y., U.S.A. 

The Illinois Certified Public Account- 
ant, 208 South La Salle Street, 
Chicago 4, U.S.A. 


A.A.F. 








A USEFUL DEVICE 


CORRESPONDENT, Mr. J. A. Allan, of Kirribilli, N.S.W., has drawn 
attention to an ingenious device for saving ink and avoiding spilling. 

The device consists of the attachment to the top of the ink bottle of a 
rubber pourer similar to those used for refilling car batteries with water. 
Like many other effective devices, the method is simple and inexpensive. 





a 
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NEWS AND NOTES 


VICTORIAN DIVISION 


May Luncheon Meeting 


A record attendance of over 300 
members was present at the luncheon 
meeting held at the Victoria Limited on 
Tuesday, May 12, 1953. 


The speaker was Mr. Ian Johnson, 
former representative of the Australian 
Test Team, who spoke on the subject, 
“Australian Cricket Supremacy — Past, 
Present and Future.” Mr. Johnson re- 
lated several interesting anecdotes 
concerning famous players and officials 
of the past and discussed the prospects 
of the Australian team now touring 
England. Although he spoke for half- 
an-hour, a frequently heard comment 
from members was that “the talk was 
not long enough.” The State President, 
Mr. L. H. Dillon, moved a vote of thanks 
to Mr. Johnson at the conclusion of his 
address. 


Discussion Groups on Management 
Accounting 


Early in 1952 the Commonwealth In- 
stitute of Accountants organised six 
discussion groups to study the subject 
of Management Accounting. Each of 
these groups took as their basic docu- 
ment the report on the subject by the 
Anglo-American Council on Produc- 
tivity. The Council of the Victorian 
Division of the Society at its first meet- 
ing in January, 1953, agreed that these 
— should continue in their present 
orm. 


All groups have now concluded their 
study and a combined meeting of their 
members was held in April to consider 
their findings. It was then decided that 
a special group shou!d be formed to pre- 
pare a report on their discussions over 
the past fifteen months and that such 
report should be submitted to General 
Council for publication in the name of 
the Society. 
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It was also decided to invite members 
of the Society who were members of 
the other amalgamating bodies and con- 
versant with this report of the Anglo- 
American Council on Productivity to 
join the group to assist with the pre- 
paration of the document for publica- 
tion. Any member who is interested in 
joining this group should contact the 
State Registrar. 


Divine Services 

Divine services for members of the 
accountancy and secretarial profes- 
sions were held in St. Paul’s and St. 
Patrick’s Cathedrals on Monday, May 4. 
At St. Paul’s Cathedral a large gather- 
ing of members attended Evensong at 
5 p.m., when the Archbishop of Mel- 
bourne, Archbishop J. J. Booth, deliv- 
ered the address. At St. Patrick’s 
Cathedral Mass was celebrated at 8 
a.m., when Father Kevin Ryan was the 
celebrant. In view of the response of 
members, the joint Committee has de- 
cided that these services shall be held 
each year. 


Library Books for Disposal 

The Victorian Division Library has a 
number of duplicate copies of out-of- 
date books which are available for dis- 
posal. Any member who would be in- 
terested in these from the historical! 
point of view may obtain a copy of the 
list from the Librarian. It is empha- 
sized that the books are of no value as 
text books on current theory and prac- 
tice. 


Secretarial Practice Research Group 

The Secretarial Practice Research 
Group begun by the Federal Institute of 
Accountants continues to function 
strongly under the auspices of the Aus- 
tralian Society of Accountants. 

The Group is now in its seventh year 
of activities and meets on alternate 
Wednesday evenings at 5.40 to 7 o’clock. 

The subject matter covers a wide 
range of topics of interest to the com- 


263 








NEWS AND NOTES — Continued 


pany secretary, chief accountant and 
office manager. Contributions to the 
syllabus are made by group members 
or by guest speakers according to the 
nature of the subject. 
The discussion following the contri- 
buted subject is always well sustained, 
very practical, and fruitful. Among 
the subjects so far covered in the 1953 
syllabus are the following :— 
Accounting Impressions from Overseas: 
Mr. A. A. Fitzgerald. 

Master and Servant: Mr. J. R. Barber. 

The Making of an Executive: Mr. Ed. 
F. Meier. 

Working Capital in Australian Busi- 
ness: Mr. K. C. Keown. 

Mechanisation in the Share Depart- 
ment: Mr. V. L. Solomon. 

The Short Term Money Market: Mr. 
Peter Looker. 

Building the Labour Force: Mr. Alf 
Chandler. 

Film Might: I.P.A. and Moviesound. 

Public Relations as a Social and 


Economic Force: Mr. Eric Morris. 
Legal Aspects of Share Certificates: 
Mr. L. C. Voumard. 
What is the Small Businessman En- 
titled to Expect of Accounting? Mr. 
V. Mead. 
Average attendance at the Group 


meetings is about 18. New members 
would be very welcome. The proceed- 
ings are informal, and a real group 
spirit has been developed. 


Personal. 

Mr. A. A. Fitzgerald, B.Com., 
F.A.S.A., has been appointed Chair- 
man of the Dairy Industry Investiga- 
tion Committee set up by the Minister 
of Commerce to advise the Common- 
wealth Government on the Common- 
wealth guarantee to butter and cheese 
producers to operate in 1953-54 under 
the stabilisation plan. Mr. Fitzgerald 
is a member of the Victorian and 
General Councils of the Society. Be- 
cause of his wide knowledge and ex- 
perience of accountancy and finance, 
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his services have been frequently 
sought by the Commonwealth Govern- 
ment. As Chairman of the Common- 
wealth Grants Commission he has 
made a particular study of the 
financial relations between the Com- 
monwealth and the States and of gov- 
ernment accounting generally. 

His firm, Messrs Fitzgerald & Tomp- 
son, Chartered Accountants, will admit 
Messrs. C. L. James and R. B. Brennan 
into partnership as from July 1. Both 
have been with the firm for many years, 

Present partners are A. A. Fitz- 
gerald, G. E. Fitzgerald and J. R. 
Ballantyne. 


NEW SOUTH WALES DIVISION 


Visit of Professor Mary Murphy 

Professor Mary Murphy was the 
speaker at the Members’ Luncheon held 
at the Trocadero on Wednesday, May 
13. Professor Murphy delivered an 
address entitled “Anglo - American 
Economic Relations” to an audience of 
200 members and guests. A vote of 
thanks to the guest speaker, which was 
proposed by the Hon. Treasurer, Mr. C. 
M. Orr, was carried enthusiastically by 
acclamation. 

On Thursday, May 14, the Divisional 
Council invited a number of representa- 
tives of Commerce, Industry, Banks and 
Government Instrumentalities to meet 
Professor Murphy and to take part in 
an informal discussion on accounting 
and allied subjects. She delivered a 
short paper and submitted a number of 
questions, which were discussed at 
length by those present. 

In proposing a vote of thanks to Pro- 
fessor Murphy, the General President, 
Mr. C. R. Hicking, said he was sure that 
the evening had resulted in a valuable 
exchange of ideas on many matters of 
vital interest to everyone present. 


Personal 
Messrs. J. A. L. Gunn & Patt- 
ners announce that Mr. J. M. Greet- 
wood, LL.B., F.C.A. (Aust.), will com- 
mence practice on his own account from 


The Australian Accountant, June, 1953 





NEWS AND NOTES — Continued 


July 1, 1953, under the firm name of J. 
M. Greenwood & Co., at Prudential 
Building, 39-49 Martin Place, Sydney. 

Messrs. J. A. L. Gunn, L. G. Varley, 
0. E. Berger, R. E. O’Neill, C. S. Haw- 
thorne and G. N. Higgs will continue to 
practise under the name of J. A. L. 
Gunn & Partners at 8 Bond Street, 
Sydney. 

Notification has been received from 
Mr. W. C. Beattie, A.A.S.A., that he is 
now in practice as a Public Accountant 
at Rooms 2 and 3, 1st Floor, 54 Moseley 
Street, Strathfield, instead of at his pre- 
vious address at Concord. 

Mr. John M. Byron, A.A.S.A., notifies 
that he has commenced practice as a 
Public Accountant and Tax Consultant 
at 19 Hereford Street, Glebe Point. 

Mr. Reginald J. Barrett, F.A.S.A., has 
relinquished public practice and has 
taken up the appointment of General 
Manager of the Cessnock Co-operative 
Society Limited, Cessnock, New South 
Wales. 


QUEENSLAND DIVISION 


Visit of the General President 


Advantage was taken of a visit to 
Brisbane on April 29 of the General 
President, Mr. C. R. Hicking, when the 
State President of the Society, Mr. J. 
E. England, welcomed Mr. Hicking to 
Queensland on behalf of members. 

At an informal gathering at Lennon’s 
Hotel at 5.15 p.m. members of the Divi- 
sional Council, joined Mr. England in 
welcoming the General President to 
Brisbane. With Mr. Hicking were Mr. 
C. R. B. James, a Councillor of the Vic- 
torian Division, and Mr. A. E. Dent, a 
Councillor of the New South Wales 
Division. Each was visiting Brisbane 
for the Annual Meeting of the Char- 
tered Institute of Secretaries. 

Mr. England, in welcoming the visit- 
ors and introducing the Divisional 
Councillors to the General President, in- 
dicated the pleasure it afforded Coun- 
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cillors to have the opportunity of meet- 
ing Mr. Hicking. He conveyed to the 
General President the good wishes of all 
members in Queensland in his present 
important task of piloting the new So- 
ciety through its foundation year. 

Mr. Hicking, in responding, expressed 
his appreciation of the opportunity of 
meeting the Councillors of the Queens- 
land Division. He spoke briefly of the 
progress of the amalgamation of the 
Institutes and the formation of the 
Society. He expressed satisfaction with 
the harmonious manner in which the 
machinery of the amalgamation was 
proceeding. With all Councillors work- 
ing for the welfare of the new Society, 
a sound foundation had been laid upon 
which he had no doubt whatever the 
Society would prosper. 

Messrs. James and Dent, in acknow- 
ledging their welcome from the Queens- 
land Division, also expressed their 
pleasure at the smooth passage of the 
amalgamation and advised that in their 
own States this was also proceeding ac- 
cording to their highest hopes. 


Meeting of Members 

To mark the formation of the Society 
in Queensland, a most pleasant and suc- 
cessful meeting of members was held 
at “Riverside,” New Farm, on Monday, 
May 11, at8p.m. The State President, 
Mr. J. E. England, presided over a gath- 
ering of 216 members and 10 official 
guests, representing kindred Institutes, 
the Law Society, Associated Banks, 
Chambers of Commerce and Manufac- 
tures, Government Departments and 
Accounting Coaches. 

Apologies for absence due to other 
appointments were received from the 
Lieutenant-Governor and Chief Justice, 
Hon. Neal Macrossan, the Lord Mayor, 
Alderman F, Roberts, M.L.A., together 
with three official representatives of 
other organisations and 21 members. 

In opening the meeting, the Chair- 
man referred with regret to the sudden 
and untimely passing of Mr. E. A. Cros- 
ser, Auditor-General for Queensland 
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and Chairman of the Public Account- 
ants’ Registration Board. Mr. Crosser 
was to have attended as an official guest 
until his sudden death two nights be- 
fore the meeting. 

In welcoming members to the first 
meeting since the formation of the 
Society in Queensland, Mr. England 
outlined the various stages in the nego- 
tiations leading up to the amalgama- 
tion. He expressed the satisfaction of 
all concerned in the details with the 
manner in which finality had been 
achieved. 

He paid tribute to those General 
Councillors to whom had fallen the task 
of negotiating the amalgamation and 
piloting it through the formative 
stages. He outlined briefly the policy 
of the Society regarding the status and 
welfare of members and the examina- 
tion arrangements following the amal- 
gamation. 

At his request the State Registrar 
gave details of membership of the 
Society in Queensland, from which it 
was noted that, at the date of the meet- 
ing, 2,004 members of the amalgamat- 
ing Institutes had completed formalities 
regarding their membership of the 
Society. 

Mr. R. F. Butt, as Honorary Trea- 
surer of the Society and member of the 
Executive Committee, outlined the 
financial and management procedure 
within the Society. 

The Chairman then called upon Mr. 
R. A. McInnes, Vice-President of the 
Queensland Division, to address mem- 
bers on the plans of the Divisional 
Council covering educational interests 
and research activities of members. 

In referring to the syllabus of exam- 
inations, drawn up by the General Coun- 
cil, Mr. McInnes informed members that 
it had been designed to ensure that the 
future member seeking entrance to the 
profession through the Society could 
demonstrate that he possessed a sound 
knowledge of the principles of account- 
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ing and skill in their application to the 
detailed accounting tasks he might be 
called upon to perform in a professional 
appointment, be it in public practice, 
industry, commerce or government. 
Members could be assured that their 
future Associates would be of a stan- 
dard no less than that sought by the 
amalgamating Institutes in the past. 

In speaking of the teaching of Ac- 
countancy, he said that the Society 
would take all possible steps to ensure 
that wherever the subject of Account- 
ancy is included in the curricula of in- 
stitutions of learning in Australia, the 
subject would be fully and properly 
taught. 

Dealing with some of the services 
planned by the Society for its members 
in Queensland, he emphasised the desir- 
ability for members to continue their 
own post-examination education within 
the profession, and the need to keep 
abreast of accounting thought and de- 
velopment. 

To this end, the Divisional Council 
had taken steps to form within the 
Society an Educational Group which 
would cater for members and candidates 
who have both the inclination and time 
to come together for the purpose of fur- 
ther study to improve their knowledge 
of the subjects of the profession. Some 
of the facilities Mr. McInnes mentioned, 
which were planned in this connection, 
included short study courses, discussion 
groups, occasional later evening lec- 
tures, and eventually week-end semi- 
nars. Members would shortly be noti- 
fied of further details. 

He reminded members of the activi- 
ties of the Accountants and Secretaries’ 
Educational Society, which the Austra- 
lian Society of Accountants would sup- 
port as a Constituting Body, and sug- 
gested that many more members could 
with advantage attend the regular 
monthly addresses arranged by that 
Educational Society. 

Mr. McInnes drew attention to the 
value to be obtained from a close study 
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of the articles contained in the Society’s 
Journal and the benefit to be gained by 
making use of the Section titled “Clear- 
ing House,” whereby members could 
problems met in 


ventilate technical 
practice. 


In concluding, he appealed to mem- 
bers to engage more in research, as it 
involved not only the discovery of some- 
thing new but also, as its name implies, 
a re-examination of existing practices 
and a searching test to ensure that they 
are still the best ways of achieving the 
desired result. 


He had mentioned these activities, he 
said, because the Council of the Society 
was aware of the real problems which 
must be faced and to which every mem- 
ber of the Society must give attention. 


The loud and sustained applause 
which acknowledged his address con- 
veyed to Mr. McInnes the appreciation 
of members of an interesting address 
and valuable suggestions so well pre- 
sented. 


The Chairman then called on three 
members representing the amalgamat- 
ing Institutes to speak. They were 
Messrs. H. Baskerville (Federal), A. S. 
Donnelly (Commonwealth), and M. O. 
Brown (Association). They stressed 
the satisfaction of their former fellow 
members at the results achieved in the 
amalgamation, especially the benefits 
to members individually, and confirmed 
that the Councils of the Society, both 
General and Divisional, would have the 
whole-hearted support of all members 
united as one strong organisation work- 
ing for the advancement of the account- 
ancy profession. 


Mr. John Devitt conveyed a sincere 
welcome to the official guests, for whom 
Mr. J. W. Peden (State Chairman, In- 
stitute of Chartered Accountants in 
Australia) and Mr. Loxton (State Pre- 
sident, Australasian Institute of Cost 
Accountants) responded. 
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A selected musical programme, ar- 
ranged between speeches, assisted to 
make a most pleasant evening. 

At the conclusion of the addresses the 
Chairman invited all present to remain 
to supper, which had been arranged as 
a buffet, to enable members to meet old 
friends and make new ones. 

The State President was pleased to 
meet a number of members from nearby 
country towns who had come to Bris- 
bane. to attend the meeting. 


Personal 

Messrs. D. C. Cochrane & Co., Public 
Accountants, of Charleville, notify that 
Mr. E. W. Meiklejohn, F.A.S.A., has 
been admitted as a partner in the firm 
as from May 11, 1953. The firm will 
continue to practise in the name of D. 
C. Cochrane & Co. 

Mr. H. C. Misfeld, A.A.S.A., has been 
appointed Branch Accountant at the 
Cairns Branch of the State Government 
Insurance Office. 

Mr. K. D. Viertel, A.A.8.A., has been 
appointed Assistant Inspector of Ac- 
counts, Department of the Auditor- 
General. 


WESTERN AUSTRALIAN DIVISION 


Luncheon 


The first monthly luncheon of the 
Division was held on Thursday, May 21, 
when nearly three hundred members at- 
tended. The speaker was the Town 
Clerk of the City of Perth, Mr. W. Mcl. 
Green, who spoke on “City Govern- 
ment.” Mr. J. M. Groom, F.A.S.A., 
State Vice-President, was in the chair, 
and expressed the appreciation of the 
Divisional Council to all those who had 
helped to make the function such an 
outstanding success. 


Personal 


Notification has been received that 
Mr. Antony D. Sewell will commence 
practice as a public accountant as from 
July 1 at 49 High Street, Fremantle. 
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NEWS AND NOTES — Continued 
STUDENTS’ SOCIETIES 


Victoria 

On April 20 meetings were held by 
the Commonwealth Accountants Stu- 
dents’ Society and the Federal Institu‘e 
of Accountants Students’ Society to 
place resolutions before members for 
the purpose of winding up and author- 
izing the handing over of their assets 
to the Australian Accountants Students’ 
Society. 

At the conclusion of the formal busi- 
ness of the evening two addresses were 
given to members by the following 
speakers on the subjects as set out: 


“Branch Accounts”: Mr. V. J. Dunin, 
B.Com., A.A.S.A. 

“Holding Companies”: Mr. 
Speck, B.Com., F.A.S.A. 


All students present thoroughly en- 
joyed the addresses and discussion 
which followed, and are grateful to the 
speakers for the time and trouble taken 
in preparing and presenting their 
papers. 

The first meeting of the Council of 
the Australian Accountants Students’ 
Society (Victorian Division) was held 
on Friday, April 24, and in accordance 
with the constitution of that body the 
following office-bearers were elected :— 
President, Mr. F. W. Bett; Vice-Presi- 
dent, Mr. E. J. L. Tucker; Secretary, 
Mr. E. L. Ethell; Assistant Secretary- 
Treasurer, Mr. D. L. Chipp. 


Arrangements have been completed 
by the Council for discussions to take 
place on the May 1953 Accounting 
Papers for both syllabus C and syllabus 
F during June. In each case, the meet- 
ings will be condvcted by Mr. A. E. 
Speck, and will be held in the General 
Meeting Room of the Chamber of Manu- 
factures, 312 Flinders Street, Mel- 
bourne. Model answers will be avail- 
able at all meetings, and interested 
country students may obtain copies on 
application to the office of the Society. 


A. E. 
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Meubers of the Students’ Society are 
notified that copies of the Constitution 
and Rules of the Australian Account- 
ants Students’ Society (Victorian Divi- 
sion) are available upon application at 
the office of the Society. 


QUEENSLAND 


Accountants & Secretaries’ Educational 
Society 
At a meeting of members of the So- 
ciety, held on May 6, in the Chamber of 
Commerce Rooms, Adelaide Street, 
Brisbane, Mr. A. S. Donnelly, A.A.S.A,, 
of Messrs. Wm. A. O’Hare Martin & Co., 
Chartered Accountants (Aust.), Bris- 
bane. delivered an address on “Integra- 
tion of Cost Accounting and Financial 
Accounting Concepts.” 


Mr. Donnelly, in his address, pointed 
out how necessary it was to integrate 
the concepts of both branches of ac- 
counting, which involves more than 
mere reconciliation of ledgers. He de- 
monstrated how integration is effective 
in a business, whether a cost accounting 
is installed or not. 


In moving a vote of thanks, Mr. M. R. 
Allen said he agreed with the speaker's 
views on the application of cost ac- 
counting concepts to small businesses 
and non-manufacturing businesses. 


This address will be printed and for- 
warded to members in due course. 


Membership of the Society is 10/- 
per annum to December 31 each year, 
which includes a copy of the printed lec- 
tures that are given during the year. 


The Secretary has on hand a number 
of back lectures, and the whole of these 
can be obtained for a total cost of 7/6. 
New members joining the Society 
should obtain these before they go out 
of print by communicating with the 
Secretary, Mr. T. H. Bailes, Box 39A, 
G.P.O., Brisbane, or at Union Trustee 
Chambers, 400 Queen Street, Brisbane. 
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EXAMINERS’ REPORTS — OCTOBER, 1952 EXAMINATIONS 
COMMONWEALTH INSTITUTE OF ACCOUNTANTS 


Intermediate Accounting (First Paper) 
Marks obtained wy candidates are 
analysed in the foliowing:— 
Marks Candidates 
Under 40 63 
40 — 49 58 
50 — 59 89 
60 — 69 129 
70 — 79 106 
80 — 100 58 


339 


164 


503 


The standard of work generally, on 
this occasion, was a slight improvement 
on that of the May 1952 examination 
but still indicated that far too many 
candidates present themselves without 
adequate preparation. Comment has 


been made previously on the evident 
failure of some to understand the sig- 
nificance of some items in the various 
problems. The present papers, gene- 
rally, were no exception to this. 


Comments. 
Question 1. 


This question set out to test the can- 

didates’ ability to close the books of a 
branch where (1) some charges from 
Head Office had yet to be recorded, 
(2) simple classification had to be car- 
ried out, and (3) branch profit had to 
be transferred to Head Office. The most 
common weaknesses were :— 


(i) Failure to make journal entries 
for the outstanding charges 

from Head Office. 

(ii) The opening of separate accounts 
for depreciation and general 
Management instead of using 
the existing total accounts for 
Selling and Delivery Expenses 
and Administration Expenses. 
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(iii) The opening of an Appropria- 
tion Account instead of carrying 
the profit to Head Office Account. 

A few candidates were confused as 
to the nature of the problem—no doubt 
because it was a branch question— 
and produced answers in which the 
Perth Accounts were closed completely 
to Head Office—which was, of course, 
contrary to the information in the 
question. 

Question 2. 

Most candidates recognised this as 
a case where a trader kept unsyste- 
matised or “Single Entry” records and 
proceeded to describe the steps to be 
taken to gather the information neces- 
sary to produce accounting reports. 

The steps outlined by some were in- 
complete and, if applied, would have 
been found lacking. Others were not 
clear and, if applied in a case such as 
that in the problem, would have caused 
much confusion. 

A majority recommended that the 
trader set up double entry records in 
future but very few pointed out that 
the basis for such records would be in 
the statement of affairs already com- 
account and other records which should 
piled. Only a few detailed the books of 
be maintained in future. This was an 
essential part of the recommendation 
to set up double entry records. 
Question 3. 

There were many failures in this 
question because candidates attempted 
to correct every one of the mistakes 
mentioned in the question by journal 
entries. Journal entries were necessary 
in some cases but for the remainder 
correction of existing entries was the 
better way to adjust matters. In these 
cases it was not realised apparently 
that journal entries, while correcting 
the errors, would at the same time 
create other errors. 
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The majority of candidates were able 
to state the correct profit figure. 
Question 4. 

In part (a) a common fault was the 
failure to show cost of goods manufac- 
tured and cost of goods sold. Without 
these two items, the statements fell 
far short of giving the proprietor “the 
maximum information about his trad- 
ing results.” 

Part (b) was not well handled and 
showed that many candidates were 
unable to interpret the _ significant 
points of the statement. Very few 
pointed out that:— 

(i) Material and Labour costs had 
increased in 1952 if the volume 
was the same as 1951. 

(ii) The probable reason why 1952 
was not so profitable as 1951 
was that goods were being pro- 
duced on a similar scale to 1951 
but were not being sold at the 
same rate. 

Question 5. 

This was a simple test in Balance 
Sheet Classification and was fairly well 
answered by most candidates. There 
were some common errors, viz.— 

(i) Including Provision for Income 
Tax with Shareholders’ Funds 
instead of with Current Liabili- 
ties. 

(ii) Treating Debentures as Share- 
holders’ Funds instead of as a 
deferred liability. 

(iii) Using the meaningless classi- 
fication of “Reserves and Pro- 
visions” for Income Tax Pro- 
vision, Depreciation Provision, 
General Reserve and other such 
items. Not only is this classifi- 
cation useless in itself but it 
affects the rest of the statement. 
Inclusion of Shares in Subsidi- 
ary Company with Current 
Assets. The item should be 
classified as “Investments” be- 
cause by nature it is not current 
and it should be kept apart 


from items in the Fixed Asset 
Group. 

(v) Classifying Prepayments as a 
“fictitious asset” instead of in- 
cluding it with the other current 
assets. 

Intermediate Accounting (Second 

Paper) 

Lack of adequate preparation was, 
as in previous examinations, the chief 
cause of failure of candidates. A strong 
impression was gained from the papers 
of many candidates that the standard 
of instruction was not satisfactory and 
that students were attempting to learn 
how to solve problems of a somewhat 
stereotyped character only, instead 
of gaining practice in the application 
of fundamental principles to a variety 
of circumstances. This was especially 


noticeable in Questions 1 and 3. 
Question 1. 

Possibly a number of candidates (or 
instructors), working on the fact that 
a funds statement had been required 
in the previous examination, “tipped” 
its non-appearance in this examination 


and therefore did not bother to pre 
pare for this topic. If this is so, it 
should be emphasized that “tipping” 
examination questions is at least as 
hazardous a sport as tipping in any 
other sphere. Whatever the reason, 
this question, requiring the prepara- 
tion of a funds statement for a sole 
trader, was poorly handled by a very 
large number of candidates. Many 
went to a great deal of trouble to de- 
termine the profit for the period, when 
this figure was already given in the 
question; quite a considerable number 
were so confused as to arrive at a profit 
which differed from that given. Many 
submitted a working sheet only, with 
no attempt at setting out the funds 
statement itself; failure to arrive at 
the correct treatment of individual 
items in the statement was frequent. 
Question 2. 

This question, requiring journal et- 
tries for a company, was on the whole 
fairly well handled, although a common 
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STUDENTS’ SECTION — Continued 
error was the failure to take the value 
of shares issued to the promoter to a 
Preliminary Expenses or Formation 
Expenses account, the amount in many 
cases being left in a personal account; 
the issue of shares at a premium and 
that of bonus shares were also faulty 
in a large number of answers. 
Question 3. 

In this question it was necessary, in 
order to arrive at the share of a de- 
ceased partner, to work out the profit 
of a partnership for a period of two 
months; and although this involved 
merely the preparation of a simple 
Revenue Statement, a large number of 
candidates managed to make errors of 
various kinds. Many answers showed 
further c¢nfusion in the treatment of 
salary accrued due and other items to 
which the deceased partner was entitled. 
Question 4. 

This question, on the nature and pur- 
pose of an account, was either omitted 
or badly handled in a large number of 
cases. Few of the answers submitted 


showed an attempt at covering both 
phases of the question, viz. an explana- 
tion of the passage quoted and, in ad- 


dition, a critical assessment of its 
adequacy. 
Intermediate Auditing 

There were few very good papers 
submitted, the majority of candidates 
who passed having obtained a percent- 
age close to the required pass mark. 
The standard of spelling was generally 
poor, and many candidates lacked the 
ability to express themselves clearly. 
Much irrelevant detail was submitted 
when questions were not properly read, 
while the lack of understanding and 
application of the subject matter in 
the study texts was obvious in many 
cases, 

Comments. 
Question 1. 

This question required concise notes 
under each heading and not several 
pages of unnecessary detail as submit- 
ted by many candidates. 
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(a) Test checking and _ scrutinising 
were not well answered. In many 
cases no reference was made to a 
test check being based on the 
theory that, assuming proper in- 
ternal check, the proof of correct- 
ness of an adequate proportion 
justifies the belief that all entries 
are correct; and that, if such check 
discloses shortcomings, a more 
detailed check should be proceeded 
with. The unchecked items should 
be scrutinised and any apparently 
unusual entries investigated 
further. 

Many candidates described en- 
dorsed cheques and the procedure 
by which they are collected from 
the bank. They omitted to make 
reference to the fact that there is 
no objection to the use of endorsed 
cheques containing a receipt form 
for vouching purposes, provided 
there is adequate supporting evi- 
dence, the cheques are payable 
“To Order,” and crossed “Not 
Negotiable.” 

(c) This section 

answered. 


was generally well 


Question 2. 

This question required a description 
of the various types of error which an 
auditor may detect during the course 
of his audit and an example of each 
type was to be given. Although the 
types of error were generally well 
known, in many cases these were listed 
without descriptions. 


Question 3. 

In many cases answers were not pre- 
sented as a report to the client. The 
prescribed text book “Auditing Theory 
and Practice”—R. A. Irish, at pages 32 
and 33, gives the answer to this ques- 
tion. The following important points 
were generally not included :— 

(a) All dockets should be in duplicate, 
printed with the firm’s name and 
numbered consecutively. 

(b) Proper register of unused docket 
books should be installed. 
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(c) Each salesman should be provided 
with a pad of dockets for his ex- 
clusive use. 

Total cash received by the cashier 

should be balanced daily with 

grand total of all dockets issued. 

This check should be made by the 

office staff. 

The office staff should check that 

all dockets are accounted for. 

Question 4. 

This question, in four parts, required 
the procedure necessary for the veri- 
fication of the existence and value of 
four assets :— 

(a) Freehold Property—few candidates 

stated that they would inspect the 
certificate of title and note any 
encumbrances not recorded in the 
books of account. 
Cash at Bank—very few candi- 
dates referred to the bank recon- 
ciliation or the value of the asset 
in the balance sheet. 

(c) Shares in a Public Company—this 
was well answered. 

(d) Sundry Debtors—few candidates 
stated that they would compare 
the total of the checked schedule 
of sundry debtors, after making 
adjustments for bad and doubtful 
debts, with the figure appearing 
in the balance sheet. 

Question 5. 

This question was in two parts; 
firstly to set out six of the more com- 
mon methods by which fraud is com- 
mitted in relation to cash payments, 
and secondly, the audit procedure to be 
adopted to guard against such frauds. 
The first part was generally well 
answered, but the second part in many 
instances was incompletely answered, 
and showed a lack of understanding of 
basic auditing procedures. The most 
common omissions were :— 

(a) Proper authorisation of all pay- 
ments. 

(b) Cancellation of vouchers as they 
are checked to prevent them being 


(d) 


(e) 
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again produced in support of a 
false payment. 

(c) The listing of missing vouchers 
and seeing they are promptly pro- 


duced for inspection. 


Question 6. 

Generally this question was poorly 
answered. Candidates were asked to 
give the check that an auditor should 
conduct on Sundry Creditors’ ledger 
balances to ensure that all trade liabili- 
ties had been included in the books of 
a partnership at balance date. In many 
cases the existence of the subsidiary 
Sundry Creditors’ ledger was ignored 
and consequently the checking of all 
balances of that ledger to the schedule 
of balances, adding the schedule, and 
the agreeing of the total of the sched- 
ule with the control account in the 
private ledger, were omitted. Another 
common omission was the reconcilia- 
tion of the individual balances with 
the respective creditors’ statements, 
ensuring that all statements 
were produced. Few candidates men- 
tioned the additional safeguard of 
securing a certificate from the partners 
that all liabilities had been taken into 
account. 


Question 7. 

This question required the nature 
and verification of the journal entries 
in the books of a company from the 
date of incorporation until the conclu- 
sion of the first year’s trading. The 
opening journal entries were well ans- 
wered although some candidates did 
not understand the significance of the 
memorandum and articles of associa- 
tion, and the directors’ minute book in 
connection with the verification of the 
capital entries. Many candidates did not 
include the normal types of journal 
entries found during the year’s trading, 
such as correcting entries, entries 
creating provisions for depreciation, 
doubtful debts, etc., and the final et 
tries closing revenue and expenditure 
accounts to the trading and profit and 
loss accounts. 
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THE AUSTRALASIAN INSTITUTE OF 
COST ACCOUNTANTS 


GENERAL COUNCIL 


The Annual Conference of General 
Council was held in Brisbane on May 
25 and 26. There was a full attend- 
ance of Divisional Representatives, 
those present being: 


Mr. C. Viertel, President 
(Queensland). 

Mr. A. D. Richmond, Vice-Presi- 
dent (New South Wales). 
Mr. C. B. Villiers, Hon. Treasurer 

(Victoria). 

Messrs, B. W. B. Ruffels, J. E. 
Morten and E. R. Bomphrey 
(Victoria); H. L. Sainsbury 
and L. M. Levy (New South 
Wales) ; J. N. Keynes (South 
Australia): W. H. Duirs 
(Western Australia) and R. 
B. Loxton (Queensland). 


The President was in the Chair and 
a most comprehensive agenda covering 
all phases of the administration of the 
Institute, welfare and advancement of 
members and development of the pro- 
fession were considered. The most 
important of these items was possibly 
a consideration of the implications of 
the formation of the Australian So- 
ciety of Accountants and its effect upon 
this Institute. No decision was made 
upon this subject but a sub-committee 
will consider the matter further. Very 
important decisions were made upon 
adequately publicising the work of the 
Institute in future (as on this occa- 
sion) and a sub-Committee of General 
Council will always prepare statements 
for the use of the press on matters of 
public interest and on the work of the 
Institute. 

Examinations were rigidly over- 
hauled and changes, which will pro- 
bably result in a revised syllabus of 
examinations, were approved. All pos- 
sible measures are being taken to in- 
(rease membership compatible with 
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the maintenance of a very high stan- 
dard of entry both by examination and 
consideration of practical experience. 

Members will be pleased to learn of 
the proposal by the Institute to acquire 
a series of brochures dealing with cost- 
ing in specific industries. 

Another encouraging development 
approved by the Council was the in- 
vitation to trade bodies to take advant- 
age of the Institute’s services in con- 
nection with trade cost panels in a 
manner proved successful in the print- 
ing and stationery trades. Articles on 
costing subjects are to be provided 
wherever desired in a short pithy form 
for trade journals. 

At the conclusion of the Conference, 
Mr. A. D. Richmond of New South 
Wales was elected President of the In- 
stitute for 1953-54. Mr. C. B. Villiers of 
Victoria was elected Vice-President 
and Mr. B. W. B. Ruffels of Victoria 
as Honorary Treasurer. Mr. Richmond 
is a senior partner in the well known 
Cost Consulting firm of Offner, Hadley 
& Co. of Sydney and Melbourne. He 
was formerly President of the Vic- 
torian Division in 1947 and of the New 
South Wales Division in 1951. In tak- 
ing over office, Mr. Richmond made 
special reference to the work of his pre- 
decessor, Mr. C. Viertel of Queensland, 
who had served the Institute most ably 
both during the Conference and in his 
year of office. Many important forward 
moves had marked his year of office. 


Honorary Membership 

At the meeting of General Council 
held last month in Brisbane, the Coun- 
cil unanimously saw fit to confer 
Honorary Life Membership on Arthur 
O. Sorenson of Victoria. Honorary 
Membership is conferred only where 
special services of the highest order 
have been rendered to the Institute 
and no worthier recipient could be 
found than Mr. Sorenson. 
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End Pages 
by 
Angus see we 


SLIGHT POINTS OF DIFFERENCE 


John’s College, Oxford, was dedicated 
“to the honour of God, the Virgin Mary 
and St. John the Baptist.” 


St. John’s College, Cambridge, was 
dedicated to St. John, the Evangelist. 
The College was founded by Lady 
Margaret Beaufort, Countess of Rich- 
mond, and mother of Henry VII. It 
is for this reason that we see the port- 
cullis of the House of Beaufort dis- 
played on the entrance gateway and on 
the gatepillars of the Old Bridge. 


Magdalen College, Oxford, is pro- 
bably Oxford’s most beautiful college. 
As I have said before in these notes, 
the proof lies in the fact that although 
members of other Oxford Colleges 
claim that their College is the most 
beautiful, they all admit that Magdalen 
is the second most beautiful. 


Magdalene College, Cambridge, is 
spelt with a final “e”. This College 
houses the famous library of Samuel 
Pepys. 


Queen’s College, Oxford, is named 
after Queen Philippa of Hainault, wife 
of Edward III. 


Queens’ College, Cambridge, was 
founded in 1446 by Margaret of Anjou, 
wife of Henry VI, and refounded in 
1465 by Elizabeth Woodville, consort 
of Edward IV. If you have anything 
to communicate to the College, pray 
remember that it was founded by two 
Queens and its name is, therefore, spelt 
“s, apostrophe.” 
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The “Common-room” of Oxford, i.e. 
the room to which fellows retire after 
dinner, is called the ‘“‘Combination- 
room” at Cambridge. The Combina- 
tion-room of John’s ranks as one of the 
world’s most beautiful rooms. 


The “Quadrangle” of Oxford is 
known as a “Court” at Cambridge. 


JOHNSON—ON THE OBSCENE 


All great literature contains the 
elements we call obscene. Certain por- 
tions of the Bible have been termed 
“obscene.” ‘When a lady objected to 
the presence of “improper” words in 
Samuel Johnson’s dictionary, he is 
reported to have said: “Madam, you 
must have been looking for them.” 


POWER WITHOUT RESPONSIBILITY 


Mr. Stanley Balwin once replied to 
the insolent demands of certain press 
lords to control his policy: ‘What the 
proprietorship of these newspapers is 
aiming at is power, and power without 
responsibility, the prerogative of the 
harlot throughout the ages.” 


HENRY VII 


EAR Angus Lancaster, 

As one of your 27 (or is it now 37?) 
readers, the news that you have ac 
quired a fan mail gives me joy. Many 
of your “End Page” paragraphs have 
tempted me to criticise, condemn, com- 
mend, query or extol, as the occasion 
warranted, but I have hitherto re 
pressed my feelings. But now that it 
is open season for fans, I feel justified 
in releasing my repressions. 
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END PAGES — Continued 

Accordingly, I hasten to help revive 
some memories of the late not-greatly- 
lamented Henry VII, to whom refer- 
ence was made in your April contribu- 
tion. I can forgive quite a bit of that 
king’s rapacity, meanness and despot- 
ism, because he was one of the few 
English sovereigns (and this includes 
“British” up to, at least, the end of the 
nineteenth century) who showed that 
he had any sense of humour. The only 
other king who readily comes to my 
mind as capable of enjoying or making 
a joke was Charles II, and that merry 
monarch was witty rather’ than 
humorous. True, James I of England 
(whom you and I know as James VI) 
was fond of clowning and horseplay in 
a boorish way, but he was sadly defi- 
cient in appreciation of real wit and 
humour. 


Henry VII must have derived some 
entertainment in his treatment of Lam- 
bert Simnel, the impostor who shook 
his newly-erected Tudor throne. In- 
stead of sending him to the scaffold, as 
anyone else would have done, he gave 
him the job of scullion in his kitchen 
and afterwards promoted him, for good 
conduct, to the more exalted post of 
falconer. 


But Henry’s sense of fun was best 
exemplified in his treatment of Gerald 
(popularly known as “Garrett”) Fitz- 
gerald, eighth earl of Kildare, and, 
doubtless, the ancestor of two of Aus- 
tralia’s greatest accountancy authori- 
ties. To quote from “The Historians’ 
History of the World” :— 


“Henry VII now took the extra- 
ordinary step of appointing Garrett 
Fitzgerald, earl of Kildare, lord deputy. 
This man, known as the ‘great earl,’ had 
been a foremost figure in Ireland ever 
since he succeeded to the earldom in 
1477. He had been an ardent Yorkist, 
and as such had espoused the cause of 
both the pretenders, Lambert Simnel 
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and Perkin Warbeck. During Poynings’ 
lord-lieutenancy he had been attainted 
for high treason by the Irish Parlia- 
ment, and now lay a prisoner in the 
Tower. Nevertheless Henry determined 
to name him lord deputy. There was 
a popular outcry against this, and the 
earl was charged with no less a crime 
than the burning of the church of 
Cashel. As the story goes, he replied 
audaciously that he had indeed burned 
the church, but he would not have done 
so had he not supposed the archbishop 
to be init. The ecclesiastic was present 
in person, and was no doubt highly edi- 
fied by the reply, which, however, is 
said to have provoked the king’s mirth. 
When asked to secure counsel for his 
defence, the earl, emboldened perhaps 
by the king’s levity, declared he would 
have none other than the best counsel 
in England, namely, the king himself. 


“The upshot of the affair was that 
when the earl’s accusers declared that 
all Ireland could not rule him, the king 
retorted that in that case the earl 
should be permitted to rule all Ireland. 
Doubtless the story is apocryphal as to 
sundry of its embellishments; but in 
any event the ‘great earl’ was made 
lord deputy of Ireland in 1496.” 


It will be noted that some doubt is 
cast on the full truth of the story, but 
as G. K. Chesterton observed in his 
dateless “History of England,” it is the 
legendary or  partly-mythical tales 
about persons that are the real facts of 
history. And it clearly shows that 
Henry VII was a king with a sense of 
humour, which is almost as great a 
rarity as a Fitzgerald without one. 


I strongly suspect Henry of having 
provided Cardinal Morton with his 
“fork.” 


Yours truly, 
RODERICK MAC. 
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PROFESSIONAL NOTICES 


Professional Classified Advertisements in respect of office space, positions wanted, 


partnerships, etc., 


ADDITIONS AND CALCULATIONS EXE- 
CUTED—speedy service by Sydney compto- 
metrist with own machine for part-time work 
at home. For enquiries ring BU 5673, or 
write Ludmar Pty. Ltd., 17 Bond Street, 
Sydney. 


ASSOCIATE, 25 years Provincial Public 
Practice, desires purchase clientele eastern 
suburbs preferred, or working arrangement 
with practitioner. Phone LF7444 or Box No. 
1, Post Office, Caulfield South. 


CO-OPERATIVE SOCIETY in large country 
town of South Australia requires the services 
of an Accountant-Secretary with experience 
to take charge of all office duties and also 
assist Manager. Excellent prospects for young 
energetic man. Salary commensurate with 
ability and experience. Reply in first instance 
to “Co-op.”, C/o State Registrar, 22 Grenfell 
Street, Adelaide. 


FOR SALE, TYPEWRITER. Underwood, 
26 in. carriage—in excellent condition. Price 
£27/10/-. Inspection may be arranged by 
telephoning Accountant, Sydney, LA2701. 


GOLF CLUB requires part-time manager 
(about 4 days weekly, including week-ends). 
Very suitable position for retired professional 
man, such as bank manager or accountant. 
Salary £750, plus travelling costs. Write to 
9 Secty., Spring Valley Golf Club, Spring 
Vale. 


MEMBER, Secretary and Registered Tax 


Agent, aged 34, wishes to purchase Tax 
Agents Business or share in partnership. 
Replv, “Tax Agent,” care State Registrar, 
South Australian Division. 


ONE or two weeks survey and specialised 
report required on economic co-ordination 
Tasmanian dry cleaning business, special 
emphasis incentives, time and motion. En- 
quiries to “A”, care State Registrar, Box 
774H, G.P.O., Hobart. 


may be inserted at 5/- a line (minimum 15/-). 


PARTNERSHIP REQUIRED. Experience 


Associate seeks partnership in a progressive 
No. 11%, 
Australian Society of Accountants, 5 Bligh 


city practice, or buy full interest. 


Street, Sydney. 


PRACTICE FOR SALE. Established ¢ 


the past thirty years, Queensland prs ice 
within 150 miles from Brisbane. Gross feagy 


£3,000. No. 118, care Australian Society 
Accountants, 5 Bligh Street, Sydney. 


bs 
PRACTICE REQUIRED, F.A.S.A., F.C.1§ 


with many years experience in most p 


of accountancy, auditing, taxation, compat 


costing and special work, desires to purch 
substantial established practice in Sydney 


to £5,000-£7,000. While straight out purchase 


is preferred, consideration would be given 
partnership or where practitioner desired 
retire at a future date. 
appreciate replies from those who have d 


Advertiser would” 


a 
[Vox 
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it 
- 
* 
% 


§ 
f 
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nite propositions in mind. Replies in confidengy 


to No. 116, care State Registrar, Australia 
Society of Accountants, 5 Bligh Stre 
Sydney. 


PRINCIPAL of old established practice 
Chartered Accountants with staff of nine, 
wealthy New South Wales north western to 
requires a qualified accountant, (not ne 


age with experience in Pastoral Accounts @ 
Taxation. Attractive salary commensa 
with experience and ability. 


& 
¢ 


re 
sarily Chartered Degree), 25 to 40 years 


£ 


Good future, 


offering partnership prospects. Reply to Now 
505, care Australian Society of Accountant 


5 Bligh Street, Sydney. 


SYDNEY FIRM PUBLIC ACCOUNTA 
two partners and staff of eight, prepared 


as agents for accountancy firms outside Sy@ 


ney and interstate. Highest references. Wr 
No. 119, C/o State Registrar, 5 Bligh Stre 
Sydney. 








FOR SALE. 

Remington Book Keeping Machines, Complete with Registers. 
been Contract-Maintained by Chartres Ltd. Full particulars upon inquiry. 
Reason Offering—Change of System. 

M. C. MACKENZIE & SONS PTY. LTD., 
Manilla, 4N, N.S.W. 


Have 
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